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Preface 


This  collection  of  essays  traces  its  lineage  back  to  my  doctoral  and  postdoc¬ 
toral  research.  I  pursued  my  study  of  the  relationship  of  ideology  and  social 
change  by  working  on  the  liberal  revolutions  of  Central  America.  My 
interest  in  U.S.  relations  with  Central  America  was  an  outgrowth  of  my 
fascination  with  the  transnational  aspects  of  the  U.S.  Civil  War,  the  Mexi¬ 
can  reforma,  and  the  war  of  the  French  intervention  in  Mexico,  all  of  which 
occurred  in  the  1 86os.  I  was  attracted  to  the  relationship  between  liberalism 
and  imperialism  and  the  world  aspect  of  the  French  intervention;  Max¬ 
imilian  and  Napoleon  III  were  interested  in  acquiring  influence  in  the 
isthmian  area  as  a  consequence  of  their  Mexican  empire. 

After  a  decade  of  work  in  the  archives  and  libraries  of  Central  America, 
Europe,  and  the  United  States,  I  had  ample  material  for  three  book-length 
manuscripts  on  the  1823-1929  period.  I  have  drafted  three  "research  syn¬ 
theses,"  to  borrow  a  phrase  from  Michael  Flunt,  on  imperialism  in  Central 
America,  1821-1929.  One  will  treat  U.S.  relations  with  Central  America,  a 
second  will  describe  German  relations  with  Central  America,  and  a  third 
will  focus  upon  French  relations  with  Central  America.  I  decided  not  to 
undertake  a  fourth  study  of  British  relations  with  the  isthmus  because 
much  work  had  been  done  on  the  British  in  Central  America.  The  initial 
drafts  of  the  manuscripts  describing  French  and  German  involvement  in 
Central  America  were  of  reasonable  length.  After  considerable  cutting  and 
compressing,  the  2,800-page  manuscript  on  U.S. -Central  American  rela¬ 
tions  was  reduced  to  about  1,400  pages.  To  shorten  this  manuscript  further, 
I  created  a  fourth  book — this  one — out  of  nine  episodes  which  were  related 
by  theoretical  and  methodological  considerations. 

These  essays  will  introduce  traditional  historians  to  the  breadth  of 
research  design  and  explanatory  power  of  U.S.  international  history  when 
done  within  a  theoretical  framework  and  convince  theory-oriented  stu¬ 
dents  of  international  history  of  the  value  of  archival  research,  narrative, 
and  the  historical  method.  I  expect  this  approach  to  challenge  scholars, 
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teachers,  and  policymakers  to  broaden  their  view  of  U.S.  relations  with  the 
world.  I  also  hope  these  essays  introduce  college  students,  concerned  lay- 
readers,  and  nonspecialists  to  the  capacity  for  enlightenment,  the  explana¬ 
tory  potential,  and  the  social  value  of  a  non-nationalistic  history  which  is 
sensitive  to  theoretical  matters.  These  essays  should  also  bridge  the  gap 
between  "nationalist,"  "realist,"  "conservative,"  and  "post-revisionist"  his¬ 
torians  who  see  the  source  of  U.S.  foreign  relations  as  a  response — usually 
altruistic  or  defensive  (moralist-idealistic  for  the  realists) — to  foreign  ini¬ 
tiatives  and  the  "revisionists,"  or  "radicals,"  or  "corporatists"  who  see  the 
motor  of  U.S.  foreign  relations  in  the  dynamic  of  a  U.S.  expansive  political 
economy. 

In  the  past  fifteen  years  I  have  acquired  personal  and  institutional  debts  on  a 
scale  commensurate  with  the  world  system  theory.  Four  people  are  well 
aware  of  my  debt  to  them,  because  I  plagued  them  for  all  kinds  of  help  over 
the  years — Ebba  Schoonover,  Walter  LaFeber,  Ralph  Lee  Woodward,  and 
Robin  Winks.  Woodward  and  Winks  guided  NEH  Summer  Seminars  which 
I  attended,  supported  my  grant  requests,  responded  to  my  research  and 
conceptual  problems,  and  encouraged  me  to  continue  an  endless  task. 
LeFeber  read  a  number  of  the  individual  chapters  as  well  as  other  related 
writings.  Fie  supplied  valuable  critique  and  never  tired  of  encouraging  me, 
often  when  I  felt  like  postponing  the  project  for  a  century  or  two  (one  gets  a 
different  perspective  on  time  from  reading  Fernand  Braudel!).  My  wife 
helped  me  with  research,  editorial  and  secretarial  support.  Her  professional 
career  as  an  instructor  of  languages  has  reduced  the  time  she  can  give  me 
but  it  has  not  dampened  her  enthusiasm  for  my  projects. 

Many  colleagues  have  stimulated  my  thinking  and  helped  me  improve 
my  work.  Hoping  I  have  not  forgotten  anyone  who  critiqued  some  part  of 
this  manuscript,  I  gratefully  and  warmly  again  thank  Judy  Gentry,  James 
Dormon,  Matt  Schott,  David  Pletcher,  Richard  Salisbury,  Steve  Webre, 
Brenda  Gayle  Plummer,  Richard  Immerman,  Frank  Merli,  John  Chasteen, 
Robert  May,  Glen  Jeansonne,  Thomas  Leonard,  Amos  Simpson,  Vaughn 
Baker  Simpson,  Robert  Kirkpatrick,  Herman  Hattaway,  and  Brad  Pollock. 
Peter  Agree  offered  counsel  and  support.  Gene  Tanke  helped  me  search  for  a 
better  organized  and  more  explicit  presentation  of  my  research.  Student 
aides  Mayra  Rodriguez,  Barbara  Drummer,  and  Ekjuana  Fruge  helped  with 
the  word  processing  through  several  revisions.  Lawrence  Malley  and  Duke 
University  Press  have  been  an  author's  dream  of  support  and  assistance. 

A  number  of  foundations  supported  the  research  for  these  essays, 
which  are  rooted  in  my  conviction  that  international  history  must  be 
multicultural  and  multilingual  to  have  much  lasting  value.  I  have  tried  to 
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develop  a  broad  cosmopolitan  perspective  in  these  essays.  Without  the  aid 
of  the  National  Endowment  for  the  Humanities,  the  German  Academic 
Exchange  Service  (DAAD),  the  Fritz  Thyssen  Foundation  (Germany),  the 
American  Philosophical  Society,  the  Southern  Regional  Education  Board, 
Tulane  University's  Mellon  travel  grants,  the  American  Historical  Associa¬ 
tion's  Albert  Beveridge  Fund,  and  USL  Summer  Research  grants,  I  could  not 
have  completed  the  research  and  writing  necessary  for  these  essays  (and  the 
three  books  in  manuscript). 

During  a  summer  as  visiting  professor  at  Cornell  University  and  a  year 
as  a  Fulbright  Senior  Lecturer  at  the  University  of  Bielefeld  I  encountered 
colleagues,  departments,  and  universities  which  strove  to  aid  scholarship  in 
a  most  impressive  manner.  I  am  grateful  for  those  experiences.  When  the 
French  magazine  L’information  polled  European  historians,  it  discovered 
that  they  considered  the  history  department  at  Bielefeld  University  one  of 
the  five  best  in  Europe.  The  Chronicle  of  Higher  Education  placed  Cornell's 
history  department  at  the  top  of  those  in  the  United  States.  I  concur  with 
both  evaluations. 


The  United  States 


in  Central  America, 


1860-1911 


Introduction 


John  Quincy  Adams  once  wrote  that  "a  historian  must  have  neither  reli¬ 
gion  nor  country."  Unfortunately,  many  historians  of  United  States  foreign 
relations  have  not  followed  this  sage  advice;  U.S.  diplomatic  history  is 
commonly  written  from  a  narrow  nationalistic  perspective,  dominated  by 
assumptions  of  U.S.  exceptionalism  and  uniqueness.  This  perspective  en¬ 
compasses  two  chief  qualities.  First,  it  is  presumed  that  foreign  historians 
or  leaders  cannot  share  any  common  historical  experiences  with  the  United 
States,  and  hence  are  presumably  unable  to  understand,  let  alone  evaluate, 
the  unique  exception.  Second,  U.S.  diplomatic  historians  have  avoided 
theory  as  unnecessary  and  irrelevant  precisely  because  the  United  States  is 
an  exception.  These  qualities  explain  why  U.S.  diplomatic  history  is  often 
written  in  an  unguided  narrative  that  ignores  the  abundant  materials  avail¬ 
able  in  foreign  languages. 

This  volume  adopts  a  different  approach.  I  assume  that  U.S.  historical 
experiences  fall  within  a  wide  range  of  common  social  phenomena  that  are 
shared  with  other  societies.  I  also  assume  that  there  is  a  necessary  and  close 
relationship  between  a  nation's  foreign  and  domestic  histories.  Because  of 
these  shared  experiences  both  internal  and  external,  U.S.  foreign  relations 
can  be  studied  most  profitably  as  part  of  international  history.  Further,  this 
approach  yields  the  best  results  when  guided  by  theoretical  considerations. 
The  search  to  find  well-being  and  security  for  the  U.S.  political  economy 
can  best  be  understood  within  a  world  systems  approach.  The  essays  in  this 
book  use  a  theoretical  framework  and  research  in  various  foreign  countries 
to  explore  imperial  rivalry  in  Central  America  during  the  late  nineteenth 
and  early  twentieth  centuries. 

Any  historical  study  of  U.S.  foreign  relations,  U.S.  foreign  policy,  or 
U.S.  diplomacy  can  fruitfully  be  conceptualized  and  studied  as  part  of 
international  history,  for  even  apparently  simple  bilateral  relations  en¬ 
compass  a  wide  variety  of  transnational  elements  that  have  an  impact  upon 
far  more  than  two  or  three  nations.  The  industrial  powers  used  liberal 
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capitalist  tools  in  the  world  system  in  order  to  cope  with  domestic  prob¬ 
lems.  These  problems — large  and  persistent  unemployment,  maldistribu¬ 
tion  of  goods  and  services,  the  weakening  of  national  prestige  and  patrio¬ 
tism,  uncertainty  about  preserving  elite  and  class  privileges,  desire  for  a 
more  rapid  accumulation  of  wealth  and  power,  the  unreliability  of  progress 
under  laissez-faire,  the  restricted  national  markets,  and  a  lack  of  safe  and 
productive  investment  opportunities — all  suggested  to  them  the  need  to 
expand  their  spheres  of  activity.  Their  fears  drove  domestic  businesses  into 
combinations,  larger  corporations,  and  holding  companies  on  the  national 
and  international  level.  The  U.S.  government,  distrustful  of  foreign  penetra¬ 
tion  of  the  New  World,  staked  its  claim  to  a  privileged  position  through  the 
Monroe  Doctrine  and  panamericanism.  It  recognized  clearly  that  foreign 
competition  would  undermine  the  capacity  of  the  United  States  to  use 
Latin  America  to  ease  its  own  social  and  economic  crises.1 

The  essays  in  this  book  point  to  the  broad,  multistate  dimension  of 
international  affairs.  The  research  encompassed  public,  business,  organiza¬ 
tional,  and  individual  records  from  fourteen  countries;  it  was  organized 
according  to  a  world  systems  approach  and  on  the  assumption  that  social 
imperialism  and  dependency  theory  are  useful  tools  for  analyzing  the  inter¬ 
national  history  of  Central  America  in  the  nineteenth  and  twentieth  cen¬ 
turies.  This  approach  has  a  sound  pedigree.  The  French  historian  Fernand 
Braudel  and  the  American  sociologist  Immanuel  Wallerstein,  to  name  two 
of  its  best-known  proponents,  have  described  the  theoretical  underpinnings 
and  the  structural  transformations  that  have  defined  the  world  economy 
since  the  tenth  century.  The  world  systems  theory  describes  the  relation¬ 
ships  of  classes  and  groups  from  metropole  (core),  semi-peripheral,  and 
peripheral  states  within  the  world  economy.  A  metropole  state,  which  the 
United  States  had  become  by  the  end  of  the  nineteenth  century,  not  only 
controlled  the  factors  of  domestic  production  and  distribution  but  also 
acquired  the  political  power  and  technology  to  control  foreign  factors 
of  production  and  distribution  in  peripheral  and  semi-peripheral  areas.  A 
semi-peripheral  state  functioned  both  as  exploited  and  exploiter  in  the 
world  economy.  Metropole  and  semi-peripheral  states  exploited  peripheral 
areas  (such  as  Central  America,  the  five  states  that  formed  the  Central 
American  Federation — Guatemala,  El  Salvador,  Honduras,  Nicaragua,  and 
Costa  Rica) — societies  that  lacked  most  factors  of  production  or  were  un¬ 
able  to  control  them. 

The  world  economy  has  not  been  a  static  structure  but  a  dynamic, 
changing  system.  Since  ancient  times,  some  producers  and  distributors 
have  recognized  that  exchange  of  commodities  over  large  distances  gener¬ 
ates  a  large  accumulation  of  value.  The  variety  of  products  received  from 
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distant  interchange,  by  raising  the  expectations  of  material  prosperity,  be¬ 
came  the  motor  for  future  economic  growth.  When  the  European  maritime 
nations  realized  that  only  a  narrow  land  band  separated  the  Atlantic  and 
Pacific  oceans  at  the  Panama  isthmus,  Middle  America  (Central  America 
plus  the  Tehuantepec  and  Panama  isthmuses)  engaged  the  minds  of  states¬ 
men,  entrepreneurs,  and  military  leaders,  who  began  to  contemplate  a 
distribution  system  encompassing  the  whole  world.  (The  Suez  region,  of 
course,  offered  a  similar  hope.)2 

Social  imperialism  defined  a  link  between  metropole  and  periphery  in 
which  the  preservation  of  well-being  and  security  in  the  metropole  rested 
on  its  ability  to  ameliorate  domestic  social  woes  through  its  ties  to  the 
periphery.  In  the  mid-nineteenth  century,  the  United  States  was  a  semi¬ 
peripheral  society.  It  exercised  only  limited  control  over  the  factors  of 
production — land,  labor,  capital,  and  distribution — and  was  therefore  de¬ 
pendent  to  some  degree  upon  others  for  its  well-being.  By  the  late  nine¬ 
teenth  and  early  twentieth  centuries,  however,  the  United  States  had  trans¬ 
formed  itself  into  a  metropole  state,  in  large  part  by  using  social  imperialist 
policies  to  exploit  the  transit,  market,  and  investment  opportunities  of 
the  Central  American-Caribbean  region.  This  process  cast  many  of  that 
region's  peripheral  states  into  dependent  relationships  with  the  United 
States.  Bernard  Semmel,  Hans-Ulrich  Wehler,  and  Thomas  McCormick 
have  described  social  imperialism  as  a  policy  that  aims  to  resolve  internal 
social  problems  through  a  resort  to  external  programs.  McCormick,  for 
example,  in  speaking  of  the  desire  "to  export  the  social  problem"  and  "to 
export  the  unemployment,"  succinctly  suggests  the  consequences  of  this 
policy.  Social  imperialism  allowed  the  problems,  the  burdens,  and  the  in¬ 
justices  of  a  metropole's  political  economy  to  be  exported  or  obscured. 
Policymakers  in  the  United  States  openly  discussed  the  expected  benefits 
that  social  imperialism  would  confer  on  the  domestic  U.S.  economy;  only 
rarely,  however,  did  they  consider  the  consequences  it  would  have  for  the 
host  societies,  the  peripheral  and  semi-peripheral  states.3 

The  social  imperial  relationship  frequently  established  the  dependent 
status  of  the  peripheral  societies.  The  definition  and  description  of  depen- 
dencia  has  been  best  expressed  in  the  work  of  Fernando  H.  Cardoso,  Enzo 
Faletto,  Andre  Gunder  Frank,  and  Samir  Amin.  Dependency  scholars  point 
out  that  metropole  development  in  the  competitive  world  economy  re¬ 
quired  the  underdevelopment  of  the  periphery:  if  the  periphery  ever  became 
developed,  the  option  to  exploit  and  extract  accumulation  from  it  would 
dissipate.  Dependency  theory  focuses  upon  the  international  ties  of  the 
metropole-periphery  relationship.  I  use  social  imperialism  to  shed  light  on 
the  impulses  operating  within  the  metropole  states  and  dependency  theory 
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to  illuminate  the  consequences  of  metropole  intrusions  into  the  peripheral 
states  on  the  isthmus.4 

Social  imperialism  was  used  in  an  era  of  intense  competition  to  trans¬ 
fer  internal  social  tensions  abroad  to  states  less  able  (materially)  to  respond 
to  the  increased  burden.  The  small  Central  American  nations  possessed 
limited  resource  bases,  smaller  and  less  educated  populations,  and  less 
capital,  communications,  and  technological  development,  yet  they  were 
supposed  to  bear  some  of  the  burden  of  metropole  unemployment  and 
social  disorder  in  addition  to  their  own.  Much  of  the  internal  disorder  in  the 
Central  American  societies  was  related  to  their  ties  with  the  metropole 
states. 

The  metropole  states  and  the  multinational  corporations  established 
comprador  relations  with  individuals  and  groups  on  the  isthmus.  The  Cen¬ 
tral  American  compradors  had  two  chief  functions.  They  facilitated  the 
entrance  of  U.S.  corporations  and  political  influence;  and  they  managed  the 
domestic  order  in  the  peripheral  society,  because  disorder  reduced  business 
opportunities  and  increased  the  likelihood  that  foreign  powers  (other  than 
the  United  States)  would  become  involved  on  the  isthmus.  Collaborators  in 
the  host  society  stifled  the  disorder  that  arose  from  nationalist  disgust  over 
the  loss  of  sovereignty  and  from  worker  protest  against  imperial  exploita¬ 
tion.  Often  disorder  was  most  efficiently  and  quickly  removed  by  political 
repression,  but  repression  generated  violent  resistance,  and  the  ensuing 
spectacle  alienated  supporters  of  democratic  and  human  rights  in  the  met¬ 
ropole  state.  When  this  occurred,  metropole  leaders — under  siege  in  their 
own  political  castles — sought  rescue  in  the  quick  restoration  of  order,  at 
times  through  military  intervention  to  remove  former  collaborators.  The 
home  society — the  United  States — had  been  educated  to  define  its  well¬ 
being,  prosperity,  and  security  in  terms  of  events  in  the  Central  American 
(or  other  peripheral)  host  societies.  Disorder  in  the  isthmus  posed  a  threat 
to  the  home.5 

Central  America's  relationship  to  the  colonial  and  imperial  powers  of 
the  North  Atlantic  had  been  loose  and  unhurried  throughout  the  Spanish 
colonial  era  and  the  first  half-century  of  independence.  These  relationships 
would  become  more  intense  and  disruptive,  as  well  as  intrusive,  in  the  last 
quarter  of  the  nineteenth  century  and  throughout  the  twentieth  century. 
From  the  colonial  period  to  about  the  1850s,  Central  America  had  played  a 
marginal  role  even  in  the  political  economy  of  Spain;  it  exported  some 
cocoa,  tobacco,  gold,  silver,  hides  and  skins,  indigo,  cochineal,  and  hard¬ 
woods,  but  the  total  value  of  these  was  almost  always  modest  even  by 
Spanish  trading  standards  with  the  New  World.  The  gold  and  hardwoods 
were  frequently  removed  from  Central  America  by  illegal  British  opera¬ 
tions  on  the  Atlantic  coast  of  the  isthmus — an  area  that  Spain  never  con- 
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trolled  very  well  during  the  more  than  three  hundred  years  of  its  colonial 
rule.6 

Early  contact  with  European  or  North  American  governments  during 
the  Spanish  colonial  years  and  the  era  of  the  Central  American  Federation 
(1823  to  1847)  had  been  quite  limited  because  Central  America  had  few 
products  for  the  world  market,  and  the  metropole  states  had  not  begun 
determined  competition  for  the  transit.  The  expanding  metropole  econo¬ 
mies  in  the  1840s  initiated  the  competitive  imperial  grasping  for  land, 
opportunities,  and  authority  that  blossomed  into  acquisition  and  interven¬ 
tion  in  the  early  decades  of  the  twentieth  century.  Some  of  the  foreign 
penetration  was  welcome,  some  was  not.7 

In  the  1850s,  Central  America  was  experiencing  its  first  real  opening  to 
the  liberal,  industrializing  states  of  the  North  Atlantic.  The  first  sign  that 
Central  America  was  assuming  an  important  role  in  the  world  economy 
occurred  with  the  development  of  coffee  in  Costa  Rica  around  1840.  By 
1850  Costa  Rican  coffee  was  a  major  export  crop.  The  second  sign  of  foreign 
interest  in  the  isthmus  consisted  of  two  transit  concessions  granted  by 
Nicaragua:  a  concession  to  Cornelius  Vanderbilt's  Accessory  Transit  Com¬ 
pany  which  would  provide  river,  lake,  and  carriage  transit  along  the  San 
Juan  River  and  over  Lake  Nicaragua  to  the  Pacific;  and  a  concession  to  a 
New  York  group  to  build  a  railroad  across  the  Panama  isthmus.  Both  proj¬ 
ects  reflected  an  interest  in  worldwide  Pacific  trade.  Mexico,  Central  Amer¬ 
ica,  and  New  Granada  had  negotiated  about  a  dozen  unfulfilled  contracts  in 
the  years  from  1820  to  1846.  The  projects  undertaken  between  1847  and 
1854,  the  Panama  Railroad  and  Vanderbilt's  Accessory  Transit,  did  not, 
however,  satisfy  the  transit  needs  of  the  metropole  economies,  but  merely 
whetted  their  appetite  for  more.  The  appeals  for  a  canal,  a  railroad,  or  an  all- 
weather  carriage  road  increased  in  the  next  half-century.  The  French  initi¬ 
ated  a  canal  project  in  1879,  and  U.S. -British  interests  undertook  two  trans¬ 
isthmian  railroad  projects  in  1869  and  1871  in  Honduras  and  Costa  Rica. 
The  first  railroad  failed  in  the  mid  1870s,  but  the  second,  under  the  guid¬ 
ance  of  Minor  Cooper  Keith,  was  a  success,  although  Keith  decided  not  to 
extend  it  to  the  Pacific  because  he  feared  that  Costa  Rican  officials  would 
take  a  livelier  interest  in  his  business  activity  if  they  were  more  efficiently 
connected  to  his  empire  on  the  Atlantic  coast.  Keith's  activity  corresponded 
with  the  worldwide  surge  of  metropole  activity,  not  only  in  the  division  of 
Africa  and  the  threatened  division  of  Asia  but  in  intensified  commercial 
and  investment  activity  in  Latin  America.  The  United  States  was  par¬ 
ticularly  concerned  that  the  increased  economic  activity  in  and  around  the 
Caribbean-Central  American  region  might  threaten  its  national  well-being 
and  security.8 

Several  new  capital-intensive,  export-oriented  activities  developed  in 
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the  1880s,  including  banana  plantations  linked  to  the  Costa  Rican  railroad 
project  and  mining  operations  such  as  the  New  York-Honduras  Rosario 
Mining  Company  which  began  in  1880.  After  bananas  had  built  a  solid 
foundation  out  of  the  more  or  less  ad  hoc  fruit-growing  activity  in  the  1 880s 
and  early  1890s,  United  Fruit  was  formed  in  1899  from  the  combination  of 
about  twenty  existing  fruit  and  steamship  companies.  These  three  prod¬ 
ucts — coffee,  bananas,  and  minerals — formed  the  heart  of  Central  Ameri¬ 
can  export  activity  until  after  World  War  II.  The  other  export  products — 
cotton,  meat,  hides,  live  cattle,  and  sugar — proved  transitory  and  distinctly 
secondary  in  producing  exchange  or  attracting  foreign  capital.9 

By  the  1880s,  the  Germans  were  well  established  in  Guatemala,  and 
the  British  were  established  on  the  Mesa  Central  (the  central  tableland) 
of  Costa  Rica.  The  British  controlled  the  bulk  of  Costa  Rican  coffee  ex¬ 
ports  (with  the  Germans  generally  in  second  place)  and  supplied  most  of 
the  capital  to  modernize  and  expand  Costa  Rica's  coffee  production.  The 
United  States  and  Britain  shared  use  of  the  Atlantic  coast  of  Costa  Rica 
initially  (the  railroad  was  built  with  U.S.  and  British  engineers  and  mostly 
British  capital)  until  Keith  transferred  the  management  and  headquarters  to 
the  United  States  with  the  formation  of  United  Fruit  in  1899.  The  British 
remained  influential  on  the  Mosquito  Coast  of  Nicaragua  until  U.S.  inter¬ 
ests  replaced  them,  commercially  and  politically,  in  the  1890s.  Honduras 
had  been  largely  ignored  except  for  the  British  extraction  of  hardwoods  on 
the  Atlantic  until  the  1880s,  when  U.S.  mining,  fruit,  and  lumber  interests 
began  investing  significant  capital  in  mining  gold,  harvesting  bananas,  and 
extracting  hardwoods  there.  El  Salvador  did  not  excite  much  attention  from 
U.S.  interests  until  the  United  States  began  work  on  the  Panama  Canal  in 
1904,  at  which  time  the  U.S.  military  and  commercial  interests  recognized 
the  value  of  Salvadoran  harbors — especially  Fonseca  Bay,  which  lies  be¬ 
tween  El  Salvador,  Honduras,  and  Nicaragua  and  offers  the  best  harbor 
facilities  south  of  Mazatlan.  By  this  time,  British  and  French  interests  had 
already  acquired  the  coffee  trade  and  conducted  much  of  the  trade  of  El 
Salvador,  although  some  German  shipping  and  merchant  interests  were 
playing  large  roles.10 

The  small  Central  American  states  tried  to  play  the  metropole  powers 
off  against  each  other  and  thus  create  breathing  space  for  themselves.  In  the 
early  nineteenth  century,  when  Britain  was  dynamic  and  aggressive,  they 
periodically  sought  U.S.  aid.  Later,  when  the  United  States  assumed  the 
more  aggressive  role,  they  called  upon  France,  Austria,  Prussia,  Italy,  Mex¬ 
ico,  Japan,  and  even  Britain.  Seduced  by  the  competitive  world  system 
and  the  preponderant  power  of  the  industrializing  states,  they  replaced 
subsistence  agriculture  with  a  plantation  cash  crop  system.11  Only  after 
being  fully  incorporated  into  the  world  economy  did  they  discover  the  se- 
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vere  limitations  this  placed  upon  their  sovereignty  and  capacity  for  self- 
government. 

The  period  from  1865  to  1898  has  been  seriously  slighted  in  studies  of 
U.S.  foreign  relations.  Most  textbooks  have  devoted  little  space  to  it;  it 
has  been  interpreted  as  a  time  when  the  U.S.  government  was  concerned 
mainly  with  Reconstruction  and  the  development  of  its  western  states,  or 
as  a  period  in  which  its  leaders  were  confused  and  unable  to  agree  upon  the 
proper  course  to  pursue  internationally.  The  essays  in  this  book  are  in¬ 
tended  to  support  several  very  different  conclusions:  that  domestic  politics 
worked  to  promote  a  program  of  social  imperialism;  that  the  expansion 
abroad  was  not  separate  from  the  liberal  program  of  the  1860s  and  domestic 
western  expansion,  but  was  part  of  the  idea  of  "material  progress"  so  dear  to 
liberals,-  and  that  U.S.  leaders  moved  toward  imperial  policies  as  soon  as 
they  recognized  the  inability  of  the  domestic  economic  order  to  produce 
and  distribute  regularly  within  the  domestic  market.  Within  two  decades  of 
the  1873  depression,  most  leaders  recognized  the  need  to  pursue  social 
imperialism. 

In  the  nineteenth  century  the  major  liberal  states  used  power  and 
diplomacy  to  assure  themselves  of  unfettered  access  to  the  linkage  between 
the  Atlantic  and  Pacific  half-worlds.  The  North  Atlantic  metropole  na¬ 
tions — Great  Britain,  France,  Belgium,  the  United  States,  Germany,  Hol¬ 
land,  and  Italy — were  motivated  by  the  desire  to  alleviate  internal  crises  or 
by  apprehension  over  the  alternatives  of  competition — growth  or  death — 
that  liberal  intellectuals  and  theorists,  from  Thomas  Robert  Malthus  to 
Brooks  Adams  and  Otto  Spengler,  found  so  threatening  and  ominous.  The 
metropole  powers  all  competed  at  the  Central  American  isthmus.12 

The  inhabitants  of  North  America  had  long  recognized  a  relationship 
between  their  well-being  and  security  and  the  Caribbean-Central  Ameri¬ 
can  region.  In  the  1790s  the  U.S.  government  proclaimed  the  "no  transfer" 
principle  (the  idea  that  no  New  World  possession  of  an  Old  World  power 
could  be  transferred  to  another  Old  World  state),  and  in  the  1820s  the 
Monroe  Doctrine  was  promulgated  to  protect  its  security  and  economic 
interests.  The  origins  of  U.S.  interest  in  this  region  were  not  only  exter¬ 
nal,  however.  For  many  years,  a  bitter  contest  raged  in  the  U.S.  political 
economy  between  the  remnants  of  a  paternalistic  and  mercantilistic  agrar¬ 
ian  order  and  the  blooming  laissez-faire  system  of  industrial  capitalism. 
Both  northern  and  southern  leaders  responded  to  internal  social  problems 
through  external  activity.  Interests  in  both  sections  supported  colonization 
schemes  and  filibustering  to  acquire  control  over  Caribbean  territory,  ac¬ 
tions  which  clearly  illustrated  the  social  imperialist  presumption  that  Cen¬ 
tral  America  should  serve  to  relieve  internal  U.S.  disorder.13 

The  traditional  surpluses  in  agricultural  goods  and  the  slowly  grow- 
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ing  surpluses  in  some  types  of  manufactured  goods  prompted  the  more 
far-sighted  geopoliticians  and  Manifest  Destiny  people  to  urge  securing  the 
Pacific-Asian  trade  basin.  Admittedly,  the  U.S.  economy  had  little  capital  to 
export  in  the  mid-nineteenth  century.  What  capital  there  was,  however, 
went  into  communications  in  the  Caribbean-Central  American  region — 
the  Panama  railroad,  the  Nicaragua  transit  route  over  the  San  Juan  River, 
and  steamship  lines.  Overseas  activity  spread  to  Oceania  and  Asia  with 
Edmund  Roberts's  diplomatic  mission  to  Asia  (1831-1832),  Lieutenant 
Charles  Wilkes's  naval  expedition  in  the  Pacific  (1838-1842),  the  treaty 
of  Wanghia  (1842-1844),  and  Commodore  Matthew  C.  Perry's  mission 
to  Japan  (1853-1854).  These  efforts  coincided  with  the  signing  of  transit 
treaties,  the  establishment  of  steamship  lines,  and  vigorous  diplomatic 
representation  in  Central  America  to  underscore  the  link  between  U.S. 
conduct  in  Latin  America  and  in  Asia. 14  The  well-being  and  progress  of  U.S. 
society  was  bound  to  visions  that  connected  the  industrial  and  commercial 
centers  of  the  northeast  and  mid-Atlantic  states  with  the  Pacific  basin. 

In  the  1860s  U.S.  liberals  implemented  a  national  development  pro¬ 
gram  which  included  a  national  currency,  a  national  banking  system,  a 
protective  tariff,  and  aid  for  communications,  transportation,  immigration, 
and  agricultural  and  mining  education.  By  the  late  1870s  the  political 
economy  spurted  into  a  period  of  rapid  growth,  punctuated  with  grave 
crises  that  produced  widespread  social  unrest,  violence,  misery,  and  politi¬ 
cal  corruption.  Because  the  domestic  economy  developed  unevenly,  certain 
sectors  of  production  filled  the  domestic  market  more  quickly  than  others. 
When  a  variety  of  public  and  private  steps  proved  unsuccessful  in  halting 
the  recurring  depression,  cheaper  raw  materials  and  expanding  foreign  mar¬ 
kets  were  touted  as  panaceas  that  would  produce  full  employment  and  thus 
lessen  social  strife.  Liberalism's  focus  on  growth  sharpened  both  internal 
and  external  competition.15 

Both  liberal,  free-market  rhetoric  and  collective  bodies  of  capitalists 
(domestic  holding  companies  and  multinational  corporations)  spearheaded 
the  drive  to  enter  foreign  areas.  The  ideology  praised  individualism  and  free 
market  values,  but  the  actual  agencies  of  penetration  were  collectivized 
planning  organizations.  U.S.  businessmen  and  politicians  looked  first  to 
Latin  America  for  markets  because  that  region  had  long  been  expected 
to  become  a  closer  economic  partner.  But  U.S.  officials  conducted  little 
study  of  the  Latin  American  economic  situation  and  entered  into  no  sys¬ 
tematic  consultation  with  Latin  American  leaders  because  the  U.S.  vision 
expressed  in  the  doctrines  of  Manifest  Destiny,  panamericanism,  and  the 
Open  Door  was  restricted  to  resolving  U.S.  domestic  problems,  not  meeting 
Latin  American  needs.16 
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The  panamericanism  initiated  in  the  1880s,  which  was  expected  to 
create  the  market  conditions  necessary  to  assure  U.S.  commercial  expan¬ 
sion,  also  exposed  fundamental  differences  between  the  U.S.  and  Latin 
American  visions.  While  the  United  States  proposed  mainly  commercial 
programs,  the  Latin  American  delegates  often  struggled  to  include  political, 
social,  and  cultural  affairs  on  the  agenda  of  panamerican  meetings.  Selling 
U.S.  "overproduction"  (which  was  in  fact  underconsumption,  since  mil¬ 
lions  of  U.S.  citizens  lacked  adequate  food,  clothing,  shelter,  education,  and 
medical  care)  meant  keeping  domestic  employment  and  production  high 
while  increasing  the  unemployment  and  subsequent  social  and  political 
problems  in  peripheral  areas  that  accepted  the  exports.  Some  U.S.  leaders 
recognized  this,  and  a  few  of  them  warned  that  pursuing  the  Open  Door 
policy  would  involve  the  United  States  in  wars  and  revolutions  around  the 
world.17 

The  United  States  was  not  the  only  metropole  state  that  tried  to  en¬ 
large  its  marketplace  by  expanding  its  power  into  other  regions.  From  1870 
to  1930,  the  shock  waves  of  the  world  economic  crisis  contributed  signifi¬ 
cantly  toward  persuading  political,  business,  and  military  leaders  in  all 
metropole  nations  to  expand  through  formal  colonialism  and  informal 
imperialism.  Despite  their  free  trade  rhetoric,  U.S.  businessmen  and  gov¬ 
ernment  officials  did  not  welcome  foreign  competition  in  the  Caribbean- 
Central  American  region.18 

In  the  late  nineteenth  and  early  twentieth  centuries,  the  land  of  much 
of  the  world  fell  under  the  control  of  multinational  corporations  or  metro¬ 
pole  states  (through  colonialism).  Metropole  firms  frequently  controlled 
the  land,  labor,  capital,  and  distribution  systems  that  drove  the  political 
economies  in  peripheral  societies.  By  the  mid-nineteenth  century,  large 
transnational  firms  dominated  world  shipping,  transoceanic  telegraph  ca¬ 
bles,  maritime  services,  and  marketing  operations  that  serviced  the  Central 
American  isthmus.  Central  America,  though  not  a  prime  example  of  these 
larger  forces,  was  by  no  means  exempt  from  them — a  fact  that  most  Central 
American  leaders  recognized. 

Throughout  the  world,  as  well  as  in  Central  America,  large  trans¬ 
national  institutions,  other  than  business  firms,  were  the  instruments  of 
metropole  domination  of  political,  judicial,  social,  cultural,  labor,  and  pro¬ 
fessional  organizations.  They  were  of  many  types:  political  (the  Hague 
organizations,  the  Panamerican  Union);  judicial  (the  World  Court,  the  Cen¬ 
tral  American  Court);  social  (the  Central  American  Educational  Bureau, 
the  YMCA);  cultural  (the  International  Conference  of  Americanists);  labor- 
oriented  (the  First  and  Second  Internationals,  the  Latin  American  labor 
committee  of  the  AFL,  the  International  Workers  of  the  World);  and  profes- 
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sional  (international  organizations  of  lawyers,  historians,  doctors).  In  the 
late  nineteenth  and  early  twentieth  centuries,  such  organizations  swelled 
to  international  size  as  various  interest  groups  sought  to  develop  the  capac¬ 
ity  to  interact  with  the  gigantic  firms  of  the  world  economy  on  an  approx¬ 
imately  equal  level  of  organization.19 

The  episodes  described  in  this  book  may  appear  familiar  to  some  historians, 
but  they  are  analyzed  here  within  the  context  of  the  world  economy  in 
order  to  suggest  their  broader  and  theoretical  meaning.  Chapter  i  reex¬ 
amines  the  common  ground  tilled  by  Civil  War  historians — sectional  re¬ 
sistance  to  a  centralized  national  authority,  Southern  nationalism,  and  the 
European  orientation  of  Civil  War  diplomatic  affairs — by  interpreting  Con¬ 
federate  activity  as  a  response  to  the  world  economy.  Chapters  2  through  5 
treat  the  supposed  "quiet  period"  of  U.S.  foreign  relations,  by  examining 
specific  aspects  of  the  broader  world  system's  intrusion  upon  regional  ac¬ 
tivity.  Thus  Chapter  2  investigates  the  scheming  of  a  typical  promoter, 
John  C.  Fremont,  to  describe  the  uncertain  expansion  and  competition  of 
two  states— the  United  States  and  Germany — which  were  passing  from 
semi-peripheral  to  metropole  status.  Chapter  3  describes  the  appointment 
of  a  Grant  supporter,  George  M.  Williamson,  to  a  diplomatic  post  as  more 
than  a  response  to  domestic  issues.  As  a  former  sectional  leader,  Wil¬ 
liamson  was  uncertain  whether  the  United  States  should  pursue  a  state- 
oriented,  national,  regional  (panamerican),  or  world  policy.  Chapter  4  sug¬ 
gests  how  two  great  powers — Germany  and  the  United  States  (still  in  the 
metamorphosis  to  metropole  states) — tested  their  limits  of  cooperation 
and  competition,  and  how  the  United  States  was  forced  to  examine  the 
relative  merits  of  regional  versus  world  policies.  Chapter  5  discusses  the 
revival  of  panamericanism  as  a  device  to  promote  social  imperialism  and 
U.S.  hegemony  in  the  New  World.  In  the  late  1880s  U.S.  officials  proposed  a 
regional  plan  to  use  the  New  World  to  aid  in  alleviating  domestic  disorder. 
A  decade  later,  the  United  States  formally  adopted  a  world  policy — the 
Open  Door — yet  did  not  surrender  its  regional  policy. 

While  Chapters  1  through  5  describe  some  of  the  international  and  do¬ 
mestic  problems  faced  by  the  United  States  when  it  was  a  semi-peripheral 
society  in  transformation  to  a  metropole,  Chapters  6  through  9  discuss 
problems  of  a  metropole  power.  Chapter  6  discusses  President  Theodore 
Roosevelt's  role  in  Panamanian  independence.  The  president  used  informa¬ 
tion  management  to  veil  the  conflict  between  the  imperial  need  to  expand 
power  and  authority  and  the  ideological  need  to  maintain  democratic  and 
morally  just  images  for  the  domestic  political  system.  Chapter  7  examines 
U.S.  exports — in  both  capital  and  labor — to  Guatemala  in  the  early  twen- 
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tieth  century;  also  the  racial  and  anti-American  reaction  in  Guatemala, 
which  was  actually  a  specific  form  of  anti-imperialism.  Chapter  8  discusses 
U.S.  intervention  in  Nicaragua  in  the  early  twentieth  century.  It  highlights 
the  manipulation  of  regional  ideas  (the  Monroe  Doctrine  and  panamerican- 
ism)  to  conform  to  U.S.  domestic  expectations.  Chapter  9  discusses  the 
efforts  of  various  U.S.  officials  to  obtain  long-sought  commercial  ties  with 
El  Salvador.  The  U.S.  government  hoped  to  adjust  the  Salvadoran  political 
economy  to  suit  the  U.S.  political  economy. 

It  is  not  possible  with  these  few  episodes  to  present  a  complete  history 
of  social  imperialism  in  Central  America,  nor  a  thorough  analysis  of  how 
the  world  system  affected  all  the  metropole  powers,  but  they  do  illustrate 
how  the  theories  can  be  used  to  analyze  what  have  traditionally  been  small, 
bilateral  episodes  within  a  world  system.  (Three  studies  which  are  near 
completion  on  the  French  in  Central  America,  the  Germans  in  Central 
America,  and  the  U.S.  competition  with  other  industrial  powers  on  the 
isthmus  will  combine  evidence  and  theory  on  a  much  grander  scale.)  These 
essays  will  encourage  historians  to  reconsider  the  value  of  such  concepts  as 
ethnocentrism,  nationalism,  and  paternalism  not  only  in  U.S.  history  but 
in  U.S.  historiography,  and  prompt  them  to  reassess  the  need  for  trans- 
cultural  approaches  to  research.  This  is  not  simply  the  familiar  professional 
call  for  "multiarchival"  research.  It  is  an  appeal  for  greater  openness  to  the 
theory  and  methodology  necessary  to  comprehend  the  cultural  values  of  all 
the  other  societies  with  which  the  United  States  must  deal  on  a  regular 
basis.  We  can  profit  from  a  move  toward  international  history  in  which  the 
U.S.  government  and  U.S.  corporate  bodies  are  understood  as  only  a  few  of 
many  actors  in  the  world  system. 
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The  Confederates  in  Central  America: 
Coming  to  Grips  with  the  World  System 


American  scholars  writing  on  international  relations  during  the  Civil  War 
have  tended  to  focus  rather  narrowly  on  the  actions  of  the  Confederacy:  its 
efforts  to  gain  diplomatic  recognition,  to  break  the  Union  blockade  and  deal 
with  the  cotton  embargo,  to  develop  its  own  trading  partners,  and  to  attract 
foreign  loans.  They  have  treated  these  efforts  as  crucial  in  determining 
Confederate  successes  and  failures.  (A  historiographical  discussion  of  Con¬ 
federate  international  history  is  included  in  the  Appendix.)  But  this  ap¬ 
proach,  which  implicitly  assigns  decisive  authority  to  the  Confederate 
government  and  treats  Confederate  programs  as  separate  from  their  roots  in 
the  prewar  Southern  political  economy,  cannot  capture  the  larger  reality.  So 
long  as  the  South  relied  upon  a  discontented  and  potentially  rebellious 
labor  force,  exhausted  land,  and  borrowed  capital  to  produce  cotton  for 
export — despite  the  fact  that  cotton  was  not  an  irreplaceable  material  in 
foreign  textile  production — it  would  remain  on  the  periphery  of  the  world 
system.1 

Although  the  political  leaders  and  economic  elite  of  the  Confederate 
States  of  America  inherited  what  historian  Robert  May  has  nicely  called 
"dreams  of  a  Caribbean  empire,"  in  fact  it  was  the  dictates  of  geography,  the 
requirements  of  geopolitics,  and  the  realities  of  the  world  economic  system 
that  led  them  into  efforts  to  exploit  Middle  America  and  its  surrounding 
seas.  The  demands  of  a  paternalistic  plantation  economy  that  quickly 
exhausted  its  soil  forced  them  to  seek  new  lands  to  restore  productivity  and 
to  maintain  their  existing  class  structure.  When  their  westward  expansion 
was  blocked  by  Northern  free-soilers  and  when  the  war  came,  this  elite 
turned  its  attention  southward  to  the  Caribbean-Central  American  re¬ 
gion.2 

Considered  from  a  world  systems  point  of  view,  the  American  Civil 
War  demonstrates  the  limits  of  nationalism  in  the  increasingly  dynamic 
and  inclusive  world  economic  system  of  the  mid-nineteenth  century.  In 
that  era,  any  nation  aspiring  to  some  international  power  would  have 


14  :  The  United  States  in  Central  America 


sought  to  project  itself  into  the  world  economy  by  assuring  access  to  the 
isthmian  transit  and  trade  in  the  Caribbean  rimlands.  The  Confederacy  had 
received  a  legacy  of  political  involvement  in  Central  America  from  fili- 
busterers  William  Walker  in  Nicaragua  and  Narciso  Lopez  in  Cuba,  and  the 
southward  thrust  they  represented  had  been  intensified  by  links  to  overseas 
trade  from  ports  in  Texas  and  in  the  Mississippi  delta.  The  world  views  and 
expansionist  desires  of  men  like  Matthew  Fontaine  Maury  and  John  A. 
Quitman  prescribed  a  southward  course  of  empire  that  Confederate  war¬ 
time  leaders  could  not  entirely  ignore.  Some  Yankee  entrepreneurs  and 
Southern  planters  and  politicians  saw  Middle  America  as  fertile  ground  for 
territorial  expansion  and  future  economic  security.  Others  saw  it  as  offer¬ 
ing  opportunities  to  weaken  the  Union's  war-making  ability — particularly 
through  privateering  raids,  which  could  extract  booty  from  Union  ship¬ 
ments  of  wealth  from  the  Pacific  coasts  of  North  and  Central  America.3 

The  West  Indian  islands  and  Mexico  could  serve  as  way  stations  for 
Confederate  blockade  runners,  and  the  isthmus  was  of  strategic  importance 
because  it  contained  the  only  transcontinental  railroad  in  the  world  (in 
Panama)  and  a  second  transit  route  in  the  waterways  of  Nicaragua.  So,  while 
the  expansionist  efforts  of  the  prewar  years  helped  turn  Southern  eyes 
toward  the  Caribbean,  it  was  the  imperatives  of  the  world  economic  system 
that  made  that  region  a  prime  target  of  Confederate  activity  during  the 
Civil  War.  As  in  the  glorious  days  of  the  Spanish  Main,  over  three  hundred 
years  earlier,  the  narrow  neck  of  Panama  served  as  a  conduit  of  gold  from 
west  to  east;  for  many  in  the  Confederate  elite,  the  lure  of  treasure  ships 
was  as  strong  as  it  had  been  in  the  days  of  Sir  Francis  Drake  and  the 
buccaneers. 

In  this  century,  however,  most  historians  have  neglected  the  story  of 
Confederate  interest  in  the  Caribbean  and  therefore  failed  to  give  a  satisfac¬ 
tory  assessment  of  its  impact  on  the  course  of  the  Civil  War.  Scholars  have 
for  example  frequently  noted  that  the  Confederacy  appointed  about  half  of 
its  foreign  agents  to  posts  in  the  Caribbean-Central  American  area,  but 
they  have  said  little  about  what  those  agents  actually  did  there.  The  topic 
has  enormous  potential  for  illuminating  many  aspects  of  mid-nineteenth 
century  international  history:  it  draws  attention  to  an  area  of  Confederate 
naval  activity  that  has  not  yet  been  properly  evaluated;  it  points  up  new 
dimensions  in  the  troubled  relations  of  Latin  America  with  the  United 
States;  and  it  provides  the  opportunity  to  examine  a  neglected  phase  of 
Confederate  diplomatic  history  that  deserves  study.4 

The  Civil  War  involved  conflicting  world  views.  The  commercial  agrar¬ 
ianism  of  the  South  differed  from  the  commercial  industrialization  of  the 
North  in  matters  of  investment,  communications,  and  financial  policy,  but 
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not  in  the  fact  that  for  well-being  and  security  both  societies  had  to  expand 
their  links  to  the  world  economy.  Many  leaders  on  both  sides  of  the  Mason- 
Dixon  line  were  captives  of  a  European  metropole  outlook  that  dominated 
the  finance,  insurance,  shipping,  production,  and  distribution  systems  of 
the  world  economy.  Europe,  in  turn,  sought  either  control  of  or  assured 
access  to  the  transit  routes  (Suez  and  Middle  America)  to  the  Pacific  basin,  a 
region  not  yet  fully  incorporated  into  the  world's  economic  structure.  If  the 
leaders  of  the  Union  or  the  Confederacy  were  to  obtain  a  stronger  voice  in 
the  future  of  their  societies,  they  needed  greater  control  over  the  factors  of 
production  and  distribution.5 

Both  sections  struggled  for  greater  control  of  their  destinies,  the  North 
as  a  semi-peripheral  state,  the  South  as  a  peripheral  one.  A  semi-peripheral 
state,  serving  as  both  exploiter  and  exploited  in  the  world  system,  had  a 
measure  of  autonomy  in  one  or  more  vital  areas  of  economic  activity,  but 
not  in  all.  In  the  United  States,  by  the  early  nineteenth  century  the  North 
had  achieved  semi-peripheral  status  because  it  possessed  ample  land  and  a 
sophisticated  distribution  system  rooted  in  its  large,  experienced  merchant 
and  shipping  classes;  yet  it  lacked  technology,  could  not  produce  many 
things  the  economy  needed  (especially  machine  tools,  which  provide  the 
capacity  to  reproduce  industrial  machinery),  and  it  could  not  finance  its 
growth.  Peripheral  areas,  such  as  the  South,  rely  upon  simple  economic 
structures  bound  to  the  world  economy  by  the  slender  threads  of  several 
basic  products.  Alternative  sources  of  the  product,  substitute  products,  or 
altered  consumption  patterns  undermine  the  impact  of  peripheral  states 
upon  the  exchange  mechanisms  of  the  world  economy.  The  core  areas  that 
dominated  technology  and  the  sophisticated  financial  system  were  in  oli¬ 
gopolistic  situations  that  reduced  competition  and  partially  shielded  them 
from  the  competition  of  the  world  economy.  The  capital  accumulation 
required  for  the  North  to  achieve  metropole  status  or  for  the  South  to 
achieve  semi-periphery  status  would  have  to  come  from  domestic  accumu¬ 
lation  and  from  exploitation  of  the  world  system.  Given  the  core's  hold  on 
the  processes  of  accumulation,  such  a  transformation  would  be  difficult, 
but  not  impossible.6 

Confederate  leaders  acted  in  ways  that  suggested  they  were  not  im¬ 
mune  to  the  pull  of  the  world  system.  Their  traditions  and  predilection 
directed  them  toward  Europe,  but  reality  persuaded  some  of  them  of  the 
value  of  expanding  westward  to  the  Pacific,  either  through  California  or 
northern  Mexico,  or  southward  to  the  Caribbean  and  Middle  America. 
Thomas  Jefferson  had  recognized  that  the  Caribbean  could  play  a  vital  role 
in  the  expansion  of  the  Southern  plantation  system  long  before  the  Civil 
War.  John  Calhoun,  Jefferson  Davis,  and  other  leaders  of  the  Southern 
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political  economy  had  struggled  for  a  railroad  to  the  Pacific.  Many  histo¬ 
rians  have  concerned  themselves  with  Confederate  policy  in  the  Carib¬ 
bean-Central  American  area  because  it  was  linked  to  wartime  trade;  they 
have  focused  attention  on  specific  acts  rather  than  on  the  Braudelian  longue 
duree,  the  long-term,  cyclical  rhythms  that  the  French  Annales  school  has 
seen  as  the  best  indicators  of  social  changes.  This  focus,  though  valid  in 
itself,  is  too  narrow.  It  had  been  important  for  a  South  which  relied  upon  a 
plantation  economy,  coerced  labor,  and  external  technology,  capital,  indus¬ 
try,  and  educational  and  cultural  centers.7 

In  the  1820s  and  1830s,  when  the  United  States  had  begun  to  exploit 
Central  America,  it  sought  trade  and  transit  treaties  to  facilitate  its  access 
to  the  Pacific  basin.  In  the  1850s,  the  governments  of  the  isthmian  area 
viewed  the  impending  crisis  of  the  Federal  Union  with  apprehension  and  a 
hint  of  opportunism.  When  war  came,  Central  American  conservative  lead¬ 
ers  condemned  Southern  territorial  expansionism,  but  sympathized  with 
the  South's  aristocratic  ("cavalier")  ideals  and  its  claim  to  the  political  right 
of  secession  (a  claim  that  had  been  essential  in  their  own  struggles  against 
the  centralized  rule  of  the  Central  American  Federation  in  the  1830s  and 
1840s).8 

The  gathering  storm  in  the  United  States  affected  Central  American 
affairs  in  various  ways  and  called  for  a  variety  of  regional  responses.  For 
example,  in  November  i860,  Guatemalan  Minister  to  the  United  States 
Antonio  Jose  de  Irisarri  foresaw  several  major  problems  as  a  consequence  of 
"the  forthcoming"  disintegration  of  the  Union.  The  Southern  confedera¬ 
tion,  he  suggested,  would  require  careful  watching  because  the  states  par¬ 
ticipating  in  it  had  exhibited  the  spirit  of  filibustering.  Guatemala  should 
avoid  taking  sides  in  the  conflict,  he  argued,  because  it  would  have  to 
maintain  good  relations  with  the  new  political  units  that  would  emerge 
from  the  Civil  War.  Central  American  leaders  were  not  shocked  when  both 
sides  in  the  U.S.  Civil  War  presumed  that  Central  America  should  play 
some  role  in  their  well-being  and  security.  They  knew  that  U.S.  leaders 
often  saw  Central  American  aspects  of  their  problems.9 

The  Confederate  leadership  recognized  that  certain  opportunities  for 
promoting  its  own  independence  were  linked  to  previous  North  Ameri¬ 
can  policies  in  the  Caribbean-Central  American  region.  The  Confederacy 
had  to  overcome  its  expansionist  image  in  order  to  compete  with  U.S. 
diplomats  for  public  support  in  the  area.  Southerners  operating  in  Cen¬ 
tral  America  had  to  combat  residual  distrust  of  "Yankee"  annexationism 
(Southerners  were  "Yankees"  to  most  Latin  Americans).  Nevertheless,  the 
conservative  leaders  of  that  region  often  shared  class  values  with  Southern 
planters,  and  the  Central  American  conservative  elite  exploited  large  land- 
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holdings  that  relied  upon  coerced  Indian  labor  (which  differed,  however, 
from  slave  labor  in  that  it  left  the  laborers  a  certain  measure  of  legal  and 
constitutional  freedom).  Both  elites  dominated  education,  politics,  and  the 
church,  and  enjoyed  a  prestigious  status.10 

The  Central  American  cotton  industry  inadvertently  undermined  the 
Confederate  agrarian  elite.  British  and  North  American  merchants  had 
brought  the  opportunities  in  cotton  cultivation  to  the  attention  of  Central 
American  agriculturalists.  (The  Central  American  area,  in  fact,  was  only 
one  small  target  of  the  worldwide  British  campaign  to  develop  alternative 
cotton  supplies.)  Using  promotional  techniques,  financial  incentives  and 
punishments,  subsidies,  technological  advances,  and  a  host  of  other  de¬ 
vices,  Britain  induced  entrepreneurs  and  landowners  to  experiment  with 
cotton  production.  And  when  cotton  prices  rose  dramatically  after  1861, 
Central  American  producers  could  compete  in  the  world  market.  As  the  ex¬ 
diplomat  and  Honduran  railroad  promoter  Ephraim  George  Squier  observed 
in  January  1861,  "The  Southern  troubles  are  directing  the  attention  of 
Northern  capital  St  enterprising  men  to  Central  America  St  the  W.  Indies 
as  a  source  whence  to  draw  future  tropical  staples.  Secession  will  be  good 
for  sugar  and  cotton  production."  In  fact,  Guatemala,  Nicaragua,  El  Sal¬ 
vador,  and  Mexico  increased  their  cotton  exports  during  the  Civil  War.  The 
South's  crisis  thus  brought  some  economic  benefits  to  Middle  America.11 

After  the  war,  cotton  exports  declined  sharply.  Guatemala's  political 
economy,  experiencing  the  decline  of  world  cochineal  prices  in  the  1850s 
and  1 860s,  used  cotton  exports  as  a  cushion  for  the  elite  until  the  liberal 
revolution  of  1871  laid  the  groundwork  for  a  coffee  boom  which  readjusted 
wealth  and  power  in  that  society.  Having  contributed  to  the  demise  of  the 
Southern  cotton  elite  by  participating  in  the  process  of  replacing  South¬ 
ern  cotton  production,  various  Middle  American  governments  made  clear, 
when  it  appeared  that  the  Confederacy  would  be  defeated,  that  they  would 
welcome  white,  agrarian  immigrants  who  were  without  a  government's 
protection.  The  Central  American  elites,  however,  sorely  misread  the  goal 
of  the  defeated  planters,  who  were  unlikely  to  migrate  to  Central  America 
to  perform  field  work.12 

Central  American  leaders  were  suspicious  of  projects  in  the  early  1860s 
to  colonize  Central  America  with  free  blacks  or  former  slaves  under  U.S. 
protection.  The  Union's  announced  objectives  were  to  sustain  free  institu¬ 
tions  and  stable  governments  in  Central  America  and  to  deny  Southern 
expansionists  access  to  the  isthmus,  since  they  had  the  reputation  of  seek¬ 
ing  to  reintroduce  slavery  there.  Northern  leaders  and  organizers  of  the 
colonization  projects  had  two  goals  in  mind:  the  black  colonists  could 
conduct  agriculture  that  would  benefit  Northern  industry  (by  the  exchange 
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of  raw  materials  for  manufactured  goods),  and  their  presence  would  offer 
the  justification  for  intervention  to  protect  the  transit  route  if  such  a  step 
were  deemed  necessary.  But  the  Central  American  leaders — victims  of  past 
filibustering  expeditions  which  planned  to  transport  slaves  into  Central 
America — refused  to  accept  large  colonies  of  blacks  under  U.S.  supervision, 
properly  fearing  for  their  independence.13 

Several  projects  after  the  Confederacy's  birth  indicated  that  an  inde¬ 
pendent  South,  in  the  quest  for  empire,  might  develop  closer  ties  to  the 
world  system.  To  begin  with,  there  were  two  unsuccessful  projects  in  the 
west.  The  first  was  Texan  Hugh  McLeod's  effort,  involving  the  Confederate 
State  Department,  to  secure  a  railroad  route  over  northern  Mexico  to  Maza- 
tlan  or  some  other  suitable  west  coast  port,  giving  the  Confederate  states  an 
access  to  the  great  Pacific  trading  basin.  The  second,  part  of  the  New 
Mexico  campaign  of  1861-62,  sought  to  secure  land  for  a  railroad  route 
between  the  independent  Confederacy  and  California  and  the  Pacific  basin. 
Without  fanfare,  some  Southerners  urged  the  need  for  a  link  to  the  Pacific 
for  future  well-being.14 

Southern  expansionism  in  the  1860s  was  not  only  pointed  west.  In 
April  1861  Confederate  Secretary  of  State  Robert  Toombs  recommended 
sending  agents  to  Mexico  and  Latin  America  with  instructions  to  establish 
commercial  ties.  Southern  leaders  recognized  the  opportunity  to  capture 
ships  and  booty  by  disrupting  Atlantic-Pacific  interchange  at  the  isthmus. 
The  leaders  expected  to  benefit  from  the  use  of  ports  as  privateering  havens 
and  for  improving  trade  at  Southern  Gulf  coast  ports.  Confederate  leaders 
realized  that  successful  activity  in  Central  America,  the  Caribbean,  and  in 
the  Pacific  would  extract  some  advantages  for  the  South  and  deny  some 
benefits  to  the  Union.15 

Later  in  the  war,  Confederate  strategists  attacked  U.S.  operations  in  the 
Pacific  and  near  the  Central  American  isthmus.  Some  leaders  wanted  to 
injure  U.S.  trade  while  others  argued  for  seizing  gold  shipments  and  captur¬ 
ing  ships  and  cargoes.  Though  they  had  only  a  small  navy,  the  Confederate 
leaders  realized  that  they  could  take  advantage  of  the  exposed  nature  of 
Union  maritime  activity  between  California  and  Panama.  The  weak  Union 
naval  force  in  the  Pacific  presented  them  with  intriguing  opportunities 
for  privateering  and  boarding-party  operations  (to  seize  private  passenger 
steamers)  that  could  lead  to  a  broad  attack  on  Union  shipping  throughout 
the  Pacific  basin.  Too  often  Southern  leaders  expressed  interest  in  policies 
that  could  hinder  Union  participation  in  the  world  economy,  but  then  opted 
instead  for  raids  to  collect  gold  and  booty,  or  for  the  seizure  of  vessels  that 
could  be  used  as  merchant  raiders.16 

A  Southern  presence  in  Middle  America  in  the  early  Civil  War  months 
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meant  that  U.S.  diplomats  had  to  exercise  caution.  Union  representa¬ 
tives  saw  Southern  sympathizers  everywhere  and  viewed  them  as  part  of  a 
grand  design  to  revive  prewar  visions  of  empire.  U.S.  Minister  to  Nicaragua 
Andrew  B.  Dickinson  sought  to  close  one  consulate  and  open  another  in 
Nicaragua  in  order  to  circumvent  a  suspected  secessionist  sympathizer 
who  might  have  been  tampering  with  the  mails.  Dickinson  and  the  minis¬ 
ter  to  Costa  Rica,  Charles  N.  Riotte,  wanted  to  use  oaths  of  allegiance,  the 
power  to  deny  passports,  and  their  role  in  protecting  Americans  in  order  to 
handicap  citizens  suspected  of  giving  aid  and  comfort  to  the  enemy.17 

Initially,  U.S.  diplomats  expected  Guatemala  to  be  the  focal  point  of 
U.S. -Confederate  competition  for  influence  on  the  isthmus  because  that 
state  was  the  largest,  the  wealthiest,  and  traditionally  the  leader  of  Central 
American  society.  U.S.  Minister  to  Guatemala  Elisha  Oscar  Crosby  be¬ 
lieved  that  official  Guatemalan  friendship  toward  North  America  increased 
during  the  secession  crisis.  Thus  he  believed  that  the  efforts  of  a  New 
York-based  company  to  build  water  communications  from  Santo  Tomas  to 
the  Motagua  River  would  redirect  Guatemalan,  Honduran,  and  Salvadoran 
trade  from  Europe  to  the  United  States.  He  considered  the  U.S.  steamship 
lines  on  the  Pacific  an  important  "Americanizing  influence"  in  developing 
trade  between  San  Francisco  and  Guatemala.  He  acknowledged  the  residual 
distrust  of  the  United  States  created  by  the  Walker  episodes,  and  said  that 
Central  Americans  had  united  to  oppose  Walker's  filibustering  because 
they  feared  the  extension  of  slavery  into  the  region.  He  regretted  that  during 
the  previous  decade  the  ministers  in  Guatemala  had  been  Southerners 
sympathetic  to  slavery.  But  he  considered  his  efforts  to  distinguish  between 
Northern  and  Southern  societies  successful  and  claimed  that  he  had  re¬ 
versed  Central  American  hostility  toward  the  United  States.  With  U.S. 
influence  at  an  all-time  high,  he  said,  the  positive  feelings  toward  the 
United  States  would  undermine  Confederate  efforts  to  obtain  advantages  in 
Central  America.18 

In  reality,  however,  the  conservative  governments  of  Costa  Rica  and 
Guatemala  remained  skeptical  of  U.S.  objectives.  Secretary  of  State  Wil¬ 
liam  H.  Seward  complained  that  Guatemalan  Minister  Irisarri  publicly 
sympathized  with  the  Confederacy.  Irisarri  assured  his  government  that  he 
was  innocent  of  any  expressions  of  such  sympathy,  but  he  admitted  op¬ 
posing  the  Monroe  Doctrine  because  it  placed  "all  Hispanic-American 
states  in  the  sad  position  of  minors  submitted  to  the  tutelage  of  a  foreign 
tutor  who  governs  us  as  he  best  sees  fit."  He  insisted  that  no  European 
monarchy  had  treated  the  Hispanic  American  states  as  poorly  as  the  United 
States  had,  robbing  them  of  their  territory,  sovereignty,  and  independence. 
He  hoped  El  Salvador  and  Guatemala  would  receive  Seward's  complaints  in 
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silence,  just  as  the  United  States  had  received  his  complaints  about  its 
applications  of  the  Monroe  Doctrine.19 

Irisarri  rejected  the  Union  objective  of  forced  unification  and  supported 
the  Southern  position  on  secession.  He  insisted  that  secession  coincided 
with  Guatemala's  stance  during  the  1840s.  The  Southern  states  were  inde¬ 
pendent  when  they  joined  the  Union,  just  as  the  five  Central  American 
states  had  been  independent  when  they  formed  the  Central  American 
Federation.  If  the  Southern  states  were  sovereign  at  joining,  he  argued,  they 
retained  the  right  to  leave  the  union.  He  urged  caution  in  conversation 
about  the  rupture  in  the  Union  in  the  presence  of  Crosby,  however,  because 
President  Lincoln  had  threatened  to  dismiss  the  diplomatic  agent  of  any 
government  that  recognized  the  secessionists.  Irisarri  acknowledged  that 
the  Central  American  states  should  sympathize  with  the  Federal  Union 
because  they  had  suffered  from  Southern  filibustering.  He  recalled,  how¬ 
ever,  that  New  York  capitalists  and  North  American  journalists  had  aided 
the  filibusterers.20  In  short,  Irisarri  recognized  kindred  conservative  values 
in  Southern  society,  but  he  mistrusted  its  expansionism.  Yet  he  also  dis¬ 
trusted  the  materialistic,  commercially  expansive  North. 

Central  American  governments  often  presumed  that  Southerners  were 
responsible  for  filibustering  and  therefore  expected  better  conduct  from  the 
U.S.  government  with  the  Southern  element  withdrawn.  The  president  of 
the  Panama  Railroad  steamship  service  contended  that  Walker  had  vir¬ 
tually  ruined  Nicaragua  and  retarded  progress  in  the  rest  of  Central  Amer¬ 
ica.  To  counter  such  sentiments,  Dickinson  cultivated  the  friendship  of 
Nicaragua  and  labored  hard  to  alter  Nicaraguan  anti-Americanism.  Nic¬ 
araguans,  he  thought,  were  "assuming  something  like  the  old  affection  .  .  . 
for  the  United  States,  [which]  is  no  less  encouraging  because  of  its  slow  and 
difficult  growth  through  deep  rooted  prejudice,  hatred,  and  distrust,  the 
seeds  of  which  have  been  thickly  sown  by  perfidious  and  abandoned  Ameri¬ 
cans,  who  have  long  infested  this  Country,  with  the  hope  of  some  day 
making  it  their  own."  Annexationism  produced  a  psychological  burden: 
"The  dread  of  their  conquest  by  Filibusters  and  the  consequent  enslave¬ 
ment  of  the  mixed  population  . . .  weighed  like  a  nightmare  upon  the  people 
of  Nicaragua.  They  are  breathing  more  freely  of  late,  under  the  fervent  hope 
that  the  great  Enemy,  which  they  have  so  long  feared,  is  now  writhing  in  his 
last  death  struggle."  The  Central  American  states  expected  that  the  federal 
government's  opposition  to  secession  would  put  an  end  to  Southern  expan¬ 
sion.  U.S.  leaders  presented  the  earlier  Walker  expeditions  as  Southern 
phenomena  by  disguising  the  supporting  role  of  North  American  shipping 
and  financial  circles.  Central  American  leaders,  well  aware  that  American 
disputes  worked  themselves  out  in  nearby  areas,  such  as  the  Caribbean, 
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studied  North  American  society  in  order  to  respond  better  to  North  Ameri¬ 
can  policies  affecting  their  fate.21 

During  the  war,  expanding  commercial  activity  on  the  isthmus  at¬ 
tracted  U.S. -Confederate  competitive  interests.  The  Panama  Railroad's 
steamer  line  had  opened  up  Central  America  in  the  1850s  and  the  Civil  War 
and  the  disorders  in  Central  America  had  not  halted  the  growing  trade. 
Between  1861  and  1865  customs  revenues  doubled  in  Guatemala  and  Costa 
Rica,  quadrupled  in  El  Salvador,  and  increased  greatly  in  Nicaragua.  The 
dynamic  growth  of  the  U.S.  Pacific  coast  had  multiplied  opportunities  to 
exchange  Central  American  products  at  San  Francisco  for  products  from  the 
United  States,  Europe,  China,  and  India.22  The  struggle  to  influence  or 
control  the  Central  American  region  was  an  integral  part  of  assuring  access 
to  the  storied  Asian  wealth. 

Three  European  powers — Britain,  France,  and  Spain — pursued  a  more 
influential  role  in  the  Caribbean  area  during  the  Civil  War.  Together,  they 
undertook  an  invasion  of  Mexico  in  late  1861.  U.S.  protests  and  the  ex¬ 
posure  of  the  aggressive  design  of  the  French  quickly  persuaded  the  British 
to  withdraw.  The  Spanish  paused,  unwilling  either  to  withdraw  or  to  ex¬ 
pand  their  involvement.  Only  the  French  sought  to  pursue  the  intervention 
despite  U.S.  protests.  The  French  government  developed  an  extraordinary 
interest  in  U.S.-Fatin  American  relations  in  the  1860s.  It  did  not  see  the 
U.S.  expansion  to  the  south  before  1861  as  merely  an  expression  of  planter 
interests;  it  believed  that  the  projects  to  colonize  freed  blacks  and  to  acquire 
land  in  Central  America  confirmed  that  U.S.  expansionism  was  indepen¬ 
dent  of  Southern  forces,  and  was  aimed  at  gaining  domination  of  Fatin 
America  and  control  of  the  route  linking  Europe  and  Asia.  The  Civil  War 
offered  Napoleon  III  the  option  of  playing  on  the  fears  of  Central  Ameri¬ 
cans.  As  a  counterweight,  the  French  proposed  a  Franco-Austrian  empire  in 
Mexico  and  a  reorganization  of  the  old  Belgian  colonization  company  at 
Santo  Tomas,  Guatemala.  A  Franco-Belgian  company  at  Santo  Tomas  could 
protect  French  nationals  and  establish  an  auxiliary  French  military  base  in 
the  Gulf  of  Mexico.  Napoleon  III  thought  that  a  new  Mexican  empire,  a 
victorious  Confederacy,  and  a  friendly  Central  America  (essentially  unified 
under  Guatemalan  President  Rafael  Carrera)  would  unite  under  French 
tutelage  to  limit  North  American  expansion.  He  expected  to  gain  support 
from  Carrera  and  other  Central  American  leaders  for  his  effort  to  substitute 
a  shared  Fatin  culture  (under  French  direction)  for  U.S.  hegemony  in  the 
Caribbean— Central  American  region.23 

Early  in  the  war,  Southern  vessels  tried  to  use  Central  American  ports 
for  privateering  and  to  exchange  cotton  for  war  materials.  Eater,  Confeder¬ 
ate  leaders  contemplated  using  these  ports  and  the  Panama  transit  route  as 
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jumping  off  points  for  attacks  upon  U.S.  shipping  in  the  Pacific.  Various 
Mexican,  Caribbean,  and  Central  American  ports  served  to  transship  Euro¬ 
pean  cargoes  to  smaller  vessels  able  to  run  the  Union  blockade.  The  block¬ 
ade  runners  carried  cotton  and  sometimes  other  Southern  products  on  the 
return  voyage.  The  chief  Central  American  port  used  for  Confederate  trade 
was  Belize.  Belize  received  Southern  cotton,  which  it  exchanged  in  New 
York  for  dry  goods,  shoes,  powder,  ball,  and  shot.  The  movement  of  cotton 
was  appreciable.  In  1863  Belize  imported  768,000  pounds  of  cotton  and 
exported  2,300  bales  (about  350,000  pounds)  to  the  United  States  and  Brit¬ 
ain.  The  U.S.  consul  noted  in  1863  that  Belize's  "trade  and  commerce  has 
been  principally  with  the  Confederate  states,"  and  observed  that  recruits 
headed  for  the  Confederacy  passed  through  Belize.  In  early  1864,  when  the 
war  turned  sharply  against  the  South,  he  reported  that  Southerners  were 
arriving  to  work  cotton  lands  in  the  interior  of  Belize.  Belize's  governor 
hoped  that  the  United  States  would  permit  thousands  of  disgruntled  South¬ 
erners  to  benefit  Belize's  growth  and  prosperity.  Thus,  Belize  functioned  as 
a  commercial  entrepot  for  exchange,  a  stop-off  station  for  migrating  South¬ 
ern  manpower,  and  toward  the  end  of  the  war  as  a  safety  valve  for  defeated 
Southerners.24 

Confederate  leaders,  hoping  to  achieve  maritime  objectives  in  Middle 
America  that  would  strengthen  their  war  effort,  settled  for  the  short-term 
tactics  of  raiding  commerce.  They  attempted  to  persuade  the  Central  Amer¬ 
ican  republics  to  open  their  ports  to  Confederate  privateers.  Each  of  the 
Central  American  states,  though  interested  in  reaching  common  agree¬ 
ment  on  how  to  treat  privateers,  reacted  differently.  For  example,  in  No¬ 
vember  1861  Nicaragua  issued  a  decree  authorizing  privateers  to  stay  a 
maximum  of  twenty-four  hours  in  its  ports  and  to  take  on  "very  necessary" 
articles.  U.S.  Minister  to  Nicaragua  Dickinson  believed  that  secessionist 
influence  was  responsible  for  this  objectionable  decree.  He  thought  that 
Nicaragua's  recent  history  should  have  taught  "her  that  nothing  but  harm 
can  result  .  .  .  from  any  intercourse  with  adventurers  who  roam  the  high 
seas  against  the  laws  of  Nations  and  their  own  Government."  He  believed 
that  Nicaragua  would  gladly  adopt  any  corrective  which  would  not  wound 
"Spanish  pride."  In  June  of  1862,  in  response  to  Dickinson's  insistence,  a 
second  Nicaraguan  decree  permitted  entry  of  privateers  only  in  cases  of 
overriding  necessity  and,  even  then,  did  not  allow  for  provisioning.  The 
Guatemalan  government,  without  a  navy  or  good  ports,  considered  it  pre¬ 
sumptuous  to  issue  a  decree  on  privateering.  U.S.  Minister  to  Guatemala 
Crosby  inquired  whether  he  should  try  to  influence  the  Guatemalan  gov¬ 
ernment  to  issue  such  a  decree.  Minister  in  Honduras  James  R.  Partridge 
obtained  an  order  preventing  privateers  from  using  Honduran  ports.  He 
suspected  he  could  obtain  a  declaration  of  neutrality  if  it  were  considered 
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important.25  Union  diplomats  had  moved  alertly  to  deny  Confederate  pri¬ 
vateers  use  of  these  Caribbean  ports,  many  of  which  were  near  the  Panama¬ 
nian  isthmus. 

From  the  beginning  of  the  war,  some  Confederate  leaders  and  sym¬ 
pathizers  considered  raiding  the  Federal  gold  shipments  from  California,  for 
this  rupture  of  gold  would  play  havoc  on  Federal  financial  and  trade  rela¬ 
tions  with  Europe.  Early  in  the  war,  Union  Secretary  of  the  Navy  Gideon 
Welles  had  extended  special  protection  to  the  gold  routes.  The  sparsely 
inhabited  coast  of  Baja  California  and  the  isthmus  of  Panama  were  danger 
points  of  special  concern.  In  December  1862  the  Confederate  ship  Alabama 
seized  the  Ariel,  a  Panama  steamer  headed  from  New  York  to  Colon;  ac¬ 
cording  to  one  naval  historian,  this  ended  any  Confederate  hope  of  captur¬ 
ing  a  gold  shipment  on  the  Atlantic  side  of  the  isthmus,  because  it  led  the 
United  States  to  initiate  an  armed  escort  service  after  this  incident.  Nev¬ 
ertheless,  rumors  continued  to  surface  about  Confederate  schemes  to  at¬ 
tack  the  gold  vessels.26 

Confederate  schemes  to  seize  the  Pacific  coast  California  gold  vessels 
particularly  alarmed  U.S.  diplomats,  and  Seward  suspected  that  Confeder¬ 
ate  operations  sought  to  cut  off  U.S.  ties  with  the  Pacific  basin.  The  vulner¬ 
able  point  was  the  Panama  isthmus.  Dickinson  thought  the  consuls  at 
Panama  and  Aspinwall  on  the  isthmus  were  reliable  and  discreet  men  who 
would  vigilantly  search  for  secessionists  trying  to  operate  against  the  Pa¬ 
cific  trade.27  And  the  U.S.  government  believed  that  its  competent  consular 
agents  were  supported  by  naval  officers  and  diplomatic  and  consular  offi¬ 
cials  in  Central  America  and  the  Caribbean. 

Confederate  schemes  to  stymie  U.S.  use  of  the  isthmus  became  more 
frequent  and  sophisticated  as  the  war  progressed.  In  mid- 1862,  Kentuckian 
Asbury  FFarpending  and  Englishman  Alfred  Rubery,  both  residing  in  Cal¬ 
ifornia,  obtained  a  letter  of  marque  from  the  Confederate  government  to 
allow  them  to  seize  a  California  gold  steamer.  This  plot  was  foiled  in  early 
1863,  when  the  U.S.  war  vessel  Cyane  seized  the  J.  M.  Chapman  and 
arrested  and  imprisoned  FFarpending  and  Rubery  as  they  prepared  to  launch 
their  raid.28 

The  FFarpending- Rubery  venture  was  quickly  followed  by  another 
scheme.  In  mid- 1863  James  M.  Tindel  suggested  that  a  Confederate  force  of 
about  125  men  could  pass  from  Texas  to  Matamoros  and  then  split  into  two 
parties,  with  one  moving  through  the  Caribbean  toward  Aspinwall  and  the 
other  going  overland  to  San  Francisco;  each  party  would  then  try  to  seize  a 
steamer  plying  trade  with  the  Panama  isthmus.  While  not  adopted,  Tindel's 
scheme  refocused  Confederate  attention  on  the  vulnerability  of  the  isth¬ 
mian  segment  of  the  Atlantic-Pacific  trade  route.29 

In  August  of  1863,  Louisianan  A.  J.  Grayson  wrote  to  the  Confederate 
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government  from  Mazatlan,  Mexico,  that  he  could  find  the  men,  equip¬ 
ment,  and  vessels  to  attack  Union  shipping  in  the  Pacific.  He  thought  he 
could  disrupt  Federal  commerce  in  the  Pacific  "before  a  sufficient  fleet  of 
vessels  of  war  could  be  sent  to  protect  it."  Confederate  Secretary  of  State 
Judah  Benjamin  favored  Grayson's  project  if  the  bonding  (a  form  of  insur¬ 
ance  for  government  officials  who  will  be  responsible  for  considerable 
wealth,  especially  cash  and  other  forms  of  liquid  assets)  prescribed  by 
Confederate  law  on  privateering  could  be  arranged.  Grayson  assured  Presi¬ 
dent  Jefferson  Davis  that  with  several  letters  of  marque,  the  original  vessel 
would  obtain  wealth  to  aid  the  Confederate  cause  from  the  prizes  seized  and 
from  additional  vessels  which  it  would  convert  into  privateers.30  For  vari¬ 
ous  reasons  this  scheme  withered  on  the  vine. 

The  largest,  most  sophisticated,  and  most  threatening  Confederate 
plan  for  a  naval  raid  was  organized  in  1864  under  the  leadership  of 
Thomas  E.  Hogg.  Hogg,  born  in  Baltimore,  hut  a  resident  in  the  South 
during  the  war,  had  already  failed  in  a  private  effort  to  gain  a  fortune  by 
capturing  Union  vessels.  In  late  1863  he  and  five  associates  had  boarded  the 
schooner  foseph  L.  Genity  carrying  cotton  from  Matamoros  to  New  York. 
They  seized  the  vessel  without  bloodshed  and  sold  its  cargo  in  Belize,  but 
British  officials  arrested  them  for  piracy.  In  the  Gerrity  affair,  Hogg  and 
associates  had  acted  as  pirates  because  they  seized  the  vessel  as  private 
citizens  for  personal  gain.  Privateers,  the  equivalent  of  mercenaries  on 
land,  acted  under  letters  of  marque  issued  by  a  belligerent  government  and 
within  international  law.  While  disclaiming  any  official  role  in  the  Gerrity 
incident,  the  Confederate  government  had  appreciated  the  zeal  of  Hogg's 
misadventure  and  aided  several  of  the  Hogg  party  when  they  were  tried  in 
Great  Britain.31 

Although  the  Confederate  government  disapproved  of  Hogg's  first  esca¬ 
pade,  it  appreciated  his  energy  and  activity,  and  in  1864  Confederate  author¬ 
ities  selected  him  to  head  a  small  group  to  disrupt  activity  between  Panama 
and  California.  Confederate  Secretary  of  the  Navy  Stephen  Mallory  ordered 
Hogg  to  seize  either  the  Guatemala  or  the  San  Salvador,  Pacific  Mail 
Steamship  Company  vessels  making  scheduled  runs  between  San  Francisco 
and  Panama,  and  to  use  the  captured  vessel  to  attack  the  California  trade, 
the  Pacific  whaling  fleet,  and  the  bullion  ships.32  Mallory  wanted  Hogg  to 
disrupt  the  shipping  that  tied  California  to  the  U.S.  east  coast,  and  he  hoped 
that  when  suitable  vessels  were  seized  they  could  be  converted  into  auxili¬ 
ary  cruisers  for  the  Confederacy. 

After  learning  of  the  Hogg  project,  U.S.  officials  at  Havana  and  Panama 
alerted  military  and  commercial  personnel.  In  mid- 1864  the  U.S.  consul  at 
Omoa,  Honduras,  spotted  Hogg  and  several  of  his  men,  but  they  escaped 
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before  he  could  have  them  arrested.  In  early  November  of  1864,  as  the  result 
of  cooperation  between  several  consuls,  an  admiral,  and  a  Pacific  Mail 
agent,  Hogg  and  six  armed  associates  were  captured  aboard  the  Pacific  Mail 
vessel  San  Salvador.  Documents  seized  with  the  conspirators  revealed  that 
sixteen  members  of  the  Hogg  party  remained  at  large  and  that  the  party  had 
intended  to  operate  against  U.S.  vessels  in  Chinese  waters  after  successful 
operations  on  the  Pacific  coast.  Since  the  Pacific  Mail  steamers  carried 
several  guns  each,  and  often  transported  weapons  and  military  supplies,  the 
seizure  of  any  one  of  them  could  have  seriously  threatened  U.S.  shipping  in 
the  Pacific.33 

On  several  occasions  after  Hogg's  capture,  U.S.  Consul  Charles  Leas 
observed  small  parties  moving  through  Belize  and  he  guessed  that  they 
might  be  linked  to  the  Confederate  goal  of  raiding  Pacific  coast  vessels.  In 
fact,  to  avoid  suspicion  Hogg's  men  planned  to  board  the  Guatemala,  com¬ 
manded  by  Captain  John  M.  Dow,  as  individuals  at  three  different  ports — 
Acajutla,  La  Libertad,  and  La  Union  in  El  Salvador.  Dow  saw  two  of  them 
come  aboard  at  Acajutla  but  they  returned  to  shore  to  await  the  next  ship — 
probably,  he  thought,  because  they  had  not  found  the  expected  members  of 
their  party  on  board.  Later,  at  La  Union,  the  Panama  Railroad  agent  reported 
suspicious  characters  on  shore,  men  who  he  claimed  had  left  Havana  and 
crossed  the  isthmus  in  order  to  board  the  Pacific  steamer.  Originally,  Dow 
considered  allowing  the  suspects  to  board  and  then  trying  to  seize  them. 
But  with  only  a  few  old  weapons  and  a  crew  he  did  not  trust  completely,  he 
decided  to  refuse  them  entry  to  the  vessel.  He  cast  off  while  the  would-be 
pirates  cried  out  from  shore,  shouting  their  desire  to  travel  on  the  Guate¬ 
mala.  Partridge  later  ascertained  that  they  were  Confederate  agents  34 

After  the  incident  at  Panama  and  the  conspiracy  to  seize  Dow's  vessel, 
California  shippers  presumed  to  see  numerous  threats  to  their  commercial 
interests.  In  December  1864  and  January  1865,  Allan  McLane,  president  of 
the  Pacific  Mail  Steamship  Company,  warned  of  dangers  to  his  vessels  from 
Confederate  privateers  at  Acapulco  and  Panama.  In  response,  the  Navy 
Department  assured  the  shippers  of  protection.35 

Since  the  Confederate  government  refused  to  acknowledge  its  lost 
cause  when  the  Army  of  North  Virginia  surrendered  in  early  April  of  1865, 
Confederate  personnel  continued  to  devise  maritime  schemes  until  mid- 
1865.  Confederate  Secretary  of  State  Benjamin  argued  in  early  1864  that  the 
U.S.  political  system  was  about  to  be  disrupted  as  a  consequence  of  Confed¬ 
erate  action  and  of  further  separations  in  the  West  and  Far  West.  Under  this 
assumption,  he  instructed  Confederate  diplomat  William  Preston  to  estab¬ 
lish  friendly  relations  with  the  various  Caribbean  political  authorities  in 
order  to  establish  a  more  favorable  balance  of  power.  Benjamin  observed 
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that  the  postwar  Confederate  economy  would  need  an  outlet  for  the  mining 
output  of  Texas,  New  Mexico,  and  Arizona,  and  that  a  secure  passage  across 
Sonora  and  Chihuahua  to  the  Pacific  would  furnish  it.36 

In  March  of  1865  the  U.S.  consul  general  at  Havana  uncovered  another 
Confederate  plot  to  seize  a  Pacific  steamer.  The  implicated  parties — Cap¬ 
tain  Prince,  Captain  Charles  Austin,  Hank  Jones,  David  Johnston,  and  a  Mr. 
Richard — reportedly  left  Havana  for  Truxillo,  Honduras,  to  cross  the  isth¬ 
mus  and  seize  a  west  coast  steamer.  The  Navy  Department  dispatched  a 
vessel  to  patrol  the  west  coast  of  Central  America  on  the  lookout  for  a 
Confederate  pirate  vessel.37 

The  Union  government  did  not  extract  heavy  penalties  from  the  par¬ 
ticipants  in  the  privateering,  although  Northern  merchants  paid  a  price  for 
the  Confederate  commerce  raiding  in  the  postwar  decades  through  higher 
freight  rates  and  fewer  U.S.  merchant  vessels  because  so  many  U.S.  ships 
had  changed  their  national  registry  to  avoid  Confederate  raiders.  Ulti¬ 
mately,  San  Francisco  courts  sentenced  Hogg  and  his  six  companions  to 
hang  for  piracy.  Major  General  Irwin  McDowell  reduced  the  sentence  to 
imprisonment.  President  Andrew  Johnson  released  all  seven  at  the  end  of 
the  war.  After  the  war,  State  Department  officials  conceded  that  Southern 
expansionism  in  the  1850s  and  1860s  had  diverted  Central  American  com¬ 
merce  to  Europe.38 

The  Confederacy  exaggerated  the  power  of  cotton  in  the  world  system 
and  misunderstood  its  own  subordinate  role  in  it.  Cotton  was  not  king,  and 
it  never  had  been.  Without  understanding  the  ways  in  which  their  political 
economy  was  structurally  integrated  into  the  world  system,  the  Confeder¬ 
ate  leadership  could  only  stumble  toward  policies  intended  to  effect  a 
separation  from  the  Northern  states  and  to  allow  the  South  to  develop  its 
version  of  the  political  economy.  Without  considering  the  broadest  conse¬ 
quences  of  its  position,  it  protected  a  labor  system  that  the  world  economy 
had  already  rejected.  Instead  of  following  a  grand  strategy,  it  pursued  ad  hoc 
policies  in  responding  to  specific  situations.  Some  Confederates  did  recog¬ 
nize  the  tactical  importance  of  Middle  America  and  the  isthmus  for  waging 
commercial  war  on  the  Union,  and  some  even  saw  transit  as  a  means  for 
expanding  the  distribution  of  raw  cotton  (to  Asia)  and  finding  an  outlet  for  a 
new  raw  material,  the  ores  of  the  Southwest.  The  sparse  record  on  this  hints 
that  a  few  of  them  even  perceived  the  significance  of  transcontinental 
communications  for  their  future  as  an  independent  state.  They  did  not 
understand,  however,  that  protecting  their  society's  role  as  a  raw  material 
producer,  by  gaining  independence,  would  not  be  sufficient  to  lift  them  out 
of  peripheral  status;  for  that,  they  would  need  access  to  the  production, 
finance,  and  distribution  facilities  of  the  world  economy.  During  the  war, 
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Confederate  leaders  frequently  acknowledged  the  importance  of  interna¬ 
tional  trade,  only  to  be  distracted  by  schemes  for  acquiring  gold  and  booty, 
or  more  vessels  to  pursue  gold  and  booty. 

While  Confederate  nationalism  may  have  been  insufficient  to  sustain  a 
victorious  war  effort,  there  is  no  reason  to  believe  that  anything  the  Confed¬ 
erate  leadership  could  have  said  or  done  in  the  early  1860s  would  have 
created  the  intense  commitment  necessary  to  build  a  resolute  national 
movement.  The  most  frequently  cited  example  of  a  determined  national¬ 
ism  that  succeeded — the  Vietnamese  movement  led  by  Ho  Chi  Minh — 
involved  an  entire  colonial  population  which  had  been  brutally  exploited 
and  mistreated  for  over  a  century.  In  the  American  South,  the  only  victims 
of  such  exploitation  were  the  blacks.  White  Southerners  were  not  trying  to 
overthrow  an  authority  that  had  historically  exploited  them  excessively. 
They  merely  disagreed  with  the  northern  and  western  sections  of  the  nation 
regarding  what  would  be  acceptable  alterations  of  their  shared  constitution 
and  political  economy;  they  wanted  the  U.S.  political  economy  with  a 
Southern  accent.  Not  remarkably,  then,  there  were  limits  to  the  sacrifices 
they  would  accept  to  obtain  that  objective. 
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Since  gaining  its  independence  in  the  1820s,  tiny  Costa  Rica,  with  120,000 
inhabitants  in  the  1860s,  had  plotted  and  struggled  to  obtain  a  convenient, 
cheaper  communications  link  with  the  North  Atlantic  metropole  states.  In 
1866,  it  granted  an  Atlantic  coast  railroad  contract  to  the  explorer,  politi¬ 
cian,  Civil  War  general,  and  promoter  John  Charles  Fremont.  The  Fremont 
concession  quickly  drew  Costa  Rica  into  the  expansionist  competition  and 
security  consciousness  of  two  newly  unified,  market-oriented,  industrializ¬ 
ing  nations — Germany  and  the  United  States. 

Fremont  was  one  of  countless  promoters  who  tried  to  reap  benefits 
from  liberal  governments  in  peripheral  countries,  which  frequently  ex¬ 
pected  Western  capitalists  to  encourage  development  and  “progress."  Pro¬ 
moters  often  sought  foreign  outlets  for  the  developmental  energy  that 
found  insufficient  opportunity  in  the  United  States.  Costa  Rica  was  bom¬ 
barded  with  schemes,  mostly  foreign  in  origin,  for  colonization  and  de¬ 
velopment  of  agriculture  or  infrastructure.  Coffee,  the  strongest  magnet  for 
foreign  entrepreneurs,  was  essentially  foreign  to  Costa  Rican  society.  It  had 
not  arrived  there  until  around  1800  and  contributed  little  to  the  internal 
economy,  but  its  export  potential  supplied  most  of  the  motivation  to  de¬ 
velop  ports  and  internal  transportation  links  to  them.  While  Costa  Ricans 
often  owned  the  coffee  land,  foreign  interests  controlled  the  investment 
capital  and  distribution  system  for  coffee. 

Like  all  states  on  the  isthmus,  however,  Costa  Rica  attracted  foreign 
interest  for  more  than  the  value  or  potential  of  its  chief  export  item.  The 
ability  to  exploit  the  world  system  required  the  facility  to  distribute  mate¬ 
rial  goods,  which  in  the  nineteenth  century  was  normally  accomplished  by 
shipping  lines,  railroads,  canals,  export  firms,  and  insurance  companies.  In 
the  1 860s,  the  expanding  political  economies  of  the  United  States  and 
Germany  competed  intensely  as  the  world  economy  became  crowded  with 
entrepreneurs  seeking  to  exploit  peripheral  and  semi-peripheral  land,  la¬ 
bor,  and  raw  materials  for  profit  and  to  remove  the  surplus  value  for  the 
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home  country.  The  fact  that  during  the  late  1860s  a  U.S.  promoter  and  a 
German  chancellor  were  mutually  attracted  to  the  site  of  a  Caribbean- 
Central  American  naval  station  and  a  transoceanic  isthmian  railroad  re¬ 
flected  the  competitive  yet  cooperative  aspects  of  metropole  penetration  of 
Costa  Rica.1 

The  Civil  War,  America's  liberal  revolution,  instituted  expansive 
laissez-faire  capitalistic  programs,  including  a  national  currency,  a  program 
for  incorporating  a  national  market  with  a  national  transportation  and 
communication  system  (the  transcontinental  railroad  and  telegraph),  land 
distribution  through  the  Homestead  Act,  and  an  immigration  bureau  to 
encourage  foreign  settlers.  The  liberal  objectives  of  promoting  "progress" 
and  increasing  the  national  wealth  hastened  the  development  of  the  Ameri¬ 
can  west.  The  Republicans  created  the  Bureau  of  Agriculture  to  increase 
production  from  farming  and  endorsed  the  Morrill  land  grant  college  act  to 
foster  advances  in  agriculture  and  mining.  This  liberal  program  encouraged 
forces  of  speculation,  self-interest,  and  acquisitiveness  which  would  create 
railroads,  giant  firms,  corrupt  political  machines,  robber  barons,  and  a 
myriad  of  bright  and  blighted  accomplishments.  Liberals  intended  to  un¬ 
leash  energy,  and  they  hoped  that  the  invisible  hand  would  guide  it  into 
desirable  channels. 

As  the  United  States,  Germany,  northern  Italy,  and  Sweden  joined 
England,  Belgium,  Holland,  and  France  in  the  race  for  progress  and  pros¬ 
perity,  the  competition  increased.  Many  competitors,  seeking  great  wealth 
at  minimum  cost,  combined  entrepreneurship  with  speculation  and  cun¬ 
ning.  Central  America,  only  marginally  valued  as  a  market  for  products  or 
capital,  or  as  a  supplier  of  raw  materials  or  exotic  products,  was  important 
to  any  nation  that  wanted  to  enter  the  Pacific  basin.  Since  all  industrial,  free 
market  powers  eyed  at  least  some  part  of  that  basin,  Central  America 
attracted  increasing  attention. 

Germans  had  long  been  present  in  Central  America.  German-speaking 
craftsmen  and  technicians  had  participated  in  the  Hapsburg  and  Bourbon 
colonial  exploitation  of  the  New  World,  but  their  numbers  had  declined 
during  the  years  of  the  French  Revolution  and  the  Latin  American  wars 
of  independence.  These  German  inroads,  as  well  as  activities  by  Britain, 
France,  Belgium,  Holland,  and  Austria,  confronted  the  antipathy  of  the 
United  States  toward  European  expansion  in  the  New  World  just  as  the 
territorial  expansion  of  the  United  States,  long  before  the  1860s,  had  once 
confronted  the  authority  and  power  of  the  European  states  in  the  New 
World.  U.S.  expansionism  had  been  manifested  in  filibustering,  threats  of 
war,  and  diplomatic  and  military  rivalries  in  Central  America.  Historians 
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have  tended  to  see  competition  between  the  United  States  and  Germany 
developing  about  1880,  yet  the  tension  had  often  surfaced  earlier,  whenever 
Germans  had  penetrated  an  area  where  the  United  States  was  particularly 
sensitive.  Prussia  had  sent  a  special  mission  to  Central  America  from  1850 
to  1861.  This  mission  sustained  Prussia's  claim  to  primacy  in  the  internal 
German  struggle  for  unification  by  obtaining  the  commercial  concessions 
it  considered  essential  to  gain  the  support  of  the  Hansa  cities  of  Hamburg 
and  Bremen  and  the  manufacturing  areas  of  Germany.  In  the  1860s,  the 
Prussian  leadership  sought  to  demonstrate  its  capabilities  abroad  in  order  to 
enhance  its  prestige  in  Europe  and  to  justify  its  decision  to  form  a  North 
German  Confederation  without  Austria.  These  leaders  saw  the  vital  role 
the  isthmus  could  play  in  the  expanding  trade  into  the  Pacific  and  Asia.2 

Germanic  entrepreneurs  sought  to  use  the  local  economies  in  the 
Caribbean  area  as  a  sponge  for  small  but  growing  surpluses  of  German 
textiles  and  iron  wares  and  as  a  supplier  of  additional  raw  materials  and 
new  products  to  improve  the  German  standard  of  living.  The  Central 
American— Caribbean  region  presented  opportunities  in  mining,  com¬ 
merce,  plantation  systems,  raw  material  production,  and  land  speculation. 
It  offered  sites  for  colonization  by  the  frustrated  segments  of  the  German 
population,  and  for  building  market  areas  and  increasing  German  cultural 
and  political  influence  in  key  strategic  areas.  Some  of  these  "advances"  had 
long  been  pushed  by  merchants,  manufacturers,  and  exporters  in  the  Hansa 
cities  and  the  Rhine  and  Ruhr  areas.  Elements  of  the  traditional  aristo¬ 
cratic,  military,  and  bureaucratic  classes  joined  the  merchants  and  man¬ 
ufacturers  in  viewing  expansion  as  a  useful  tool  for  alleviating  some  of  the 
internal  problems  of  an  industrializing  economy.  This  policy  of  social  impe¬ 
rialism  generated  support  to  pay  for  the  army  (and  later  the  navy),  to  satisfy 
merchant  and  liberal  groups,  and  to  reduce  the  threat  of  liberalization  of 
German  politics  by  exporting  individuals  who  tended  to  be  discontented 
and  reform-oriented.  A  host  of  other  social  problems — the  breakdown  of 
guilds,  the  migration  from  rural  to  urban  areas,  chronic  high  unemploy¬ 
ment,  the  growth  of  socialist  labor  groups,  and  rising  crime  rates — lent 
themselves  to  amelioration  by  social  imperialism.3  In  addition,  the  secu¬ 
rity  of  German  communications  over  the  isthmus  would  require  a  naval 
presence. 

In  mid- 1 866,  the  veteran  consular  agent  Carl  Bernhard  argued  that 
Prussian  victories  in  the  Danish  and  Austrian  wars  made  it  necessary  for 
Prussia  to  obtain  a  naval  station  on  the  west  coast  of  America  to  protect 
"German  trade"  and  "the  interests  of  German  subjects,"  or  alternatively,  for 
Prussian  ships  to  visit  that  coast  at  least  once  a  year.  In  1867,  the  Prussian 
commerce  minister  indicated  the  increased  importance  of  Central  America 
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by  filling  the  vacant  consular  post  in  Costa  Rica  quickly  with  R.  Friedrich 
Lahmann,  a  German  merchant.4 

The  increasing  German  presence  in  Central  America  produced  various 
proposals  for  a  naval  station.  About  1866  the  German  businessman  and 
promoter  Edward  Delius  thought  of  a  way  to  exploit  a  contract  he  had 
acquired  about  1850  from  the  defunct  Berlin  Colonization  Society.  Delius 
had  entered  Central  America  with  a  Bremen  merchant  firm  about  1850,  but 
had  soon  turned  to  other  projects  in  his  haste  to  acquire  a  fortune.  He 
claimed  to  hold  a  contract  with  Costa  Rica  which  offered  large  land  grants 
as  compensation  for  the  transportation  of  settlers.  By  selecting  land  at 
potential  harbor  sites,  Delius  argued,  Prussia  could  obtain  control  over  the 
best  harbors  in  the  Darien  area  of  the  isthmus.  The  contract  did  not  conflict 
with  the  Monroe  Doctrine,  he  stressed,  because  Costa  Rica  would  retain 
sovereignty  over  the  land  even  though  ownership  would  pass  to  Germany. 
Adding  a  mail  service  to  a  naval  station  and  the  best  harbor  would,  in  his 
opinion,  give  Prussia  a  premier  position  in  Central  America.  He  offered  to 
turn  the  contract  over  for  whatever  the  Prussian  government  considered  it 
worth  and  then  accompany  the  expedition  to  Costa  Rica  to  negotiate  a 
contract  extension.5  Although  Prussia  did  not  adopt  Delius's  specific  pro¬ 
posal,  his  and  Bernhard's  suggestions  were  consistent  with  Prussian  goals 
that  were  persistently  visible  in  the  1850s  and  1860s. 

Costa  Rica's  search  for  a  serviceable  communications  route  to  the  Atlantic 
coast  intensified  as  the  coffee  production  in  the  mesa  central  (central 
plateau)  grew  sharply.  Since  the  1830s,  the  coffee  trade  had  fueled  the 
development  of  the  mesa  central  and  the  growth  of  the  Pacific  port  of 
Puntarenas  as  an  international  harbor.  The  coffee  left  the  mesa  for  Pun- 
tarenas,  where  foreign  merchants  normally  acquired  ownership  or  agency 
control  over  it.  Sailing  vessels  carried  the  coffee  either  to  Chile  for  reship¬ 
ment  or  directly  to  Europe  via  Cape  Horn.  In  the  1850s,  talk  focused  on  the 
possibility  of  a  railroad.  Between  1854  and  1857,  an  Englishman,  Richard 
Farrer,  built  a  nine-mile  tramway  from  Puntarenas  to  Barranca.6 

A  railroad  was  of  special  interest  to  North  American  and  European 
speculators  because  the  principal  existing  transportation  route  directed 
Costa  Rican  coffee  to  Europe,  especially  England.  The  North  Americans 
wanted  to  redirect  the  coffee  to  New  York,  while  the  British  promoters 
hoped  to  retain  control  of  the  coffee  but  profit  from  the  reduced  freight  costs 
of  the  Atlantic  route  to  Europe.  U.S.  Consul  Addison  M.  Bailey  reported 
that  because  "of  the  great  cost  of  transportation  over  the  Panama-Railroad, 
Costa  Rican  coffee  reached  Europe  by  cheap  sail  vessels  until  the  last 
quarter  of  the  nineteenth  century."  The  Panama  railroad  was  feasible  only 
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for  expensive  or  compact  goods  or  for  freight  that  could  be  given  a  through 
rate.  Since  Costa  Rica's  products  did  not  meet  these  criteria,  producers  and 
merchants  in  that  country  sought  alternative  transportation  to  Europe.7 

In  1 86 1  Belgian  Army  Captain  Edmund  Pougin  proposed  to  build  a  road 
to  the  Atlantic  side  of  the  isthmus  in  conjunction  with  attracting  up  to  six 
thousand  immigrants  per  year  to  a  site  in  Costa  Rica.  He  argued  that  a 
permanent  road  would  benefit  the  colonists  along  such  a  route  and  would 
generate  return  freight  for  the  vessels  bringing  the  immigrants.  He  advo¬ 
cated  a  through  transportation  system  to  compete  with  the  Panama  route, 
and  his  fledgling  company  published  a  tonnage  freight  rate  below  that  of 
Panama.  David  Hoadley,  president  of  the  Panama  Railroad  Company,  sus¬ 
pected  that  Pougin's  project  would  probably  not  be  undertaken,  almost 
certainly  not  completed,  and  if  finished,  be  of  no  value.8 

The  U.S.  minister  to  Costa  Rica,  Charles  N.  Riotte,  expected  the 
Pougin  road  to  undermine  the  high  rates  charged  by  the  Panama  line  and 
thus  to  facilitate  the  entrance  of  U.S.  goods  into  Costa  Rica.  He  was  sur¬ 
prised  to  find  scarcely  any  American  goods  in  the  Costa  Rican  stores.  He 
attributed  this  to  four  main  factors:  "the  dislike  of  and  distrust  in  Ameri¬ 
cans  generally";  the  exorbitant  prices  of  shipping  U.S.  goods  via  the  isth¬ 
mian  route;  the  fact  that  Europe,  and  England  in  particular,  consumed 
almost  all  of  Costa  Rica's  coffee,-  and  "the  more  than  wretched  condition  of 
the  mail-connection  from  and  to  the  United  States."  Riotte  quickly  ob¬ 
tained  agreement  in  principle  on  improving  mail  matters.  Amazed  to  learn 
that  the  French  paid  for  Costa  Rican  coffee  with  flour,  the  great  American 
surplus  product,  he  argued  that  significant  economic  benefits  would  flow 
from  a  commercial  treaty  that  allowed  the  United  States  to  pay  for  Costa 
Rican  products  with  its  export  goods.9  Trade  expansion,  of  course,  would 
require  improved  Costa  Rican  transportation  and  external  communication 
facilities. 

Around  i860  public  and  private  groups  in  the  United  States  began  to 
show  interest  in  developing  railroad  projects  and  naval  stations  in  the 
Caribbean  area.  One  such  project  was  the  Ambrose  Thompson  railroad  and 
coaling  station  scheme  in  Costa  Rica  and  Panama.  In  i860  Thomas  Francis 
Meagher,  acting  for  Thompson,  received  a  concession  to  build  a  railroad 
linking  San  Jose  with  the  Atlantic.  In  1861,  Thompson  publicly  charged  the 
Panama  Railroad  with  unfair  efforts  to  have  his  concession  annulled,  and 
then  claimed  victory  over  it  when  both  Costa  Rica  and  Colombia  gave  him 
permission  to  build  a  railroad.  But  because  the  Civil  War  made  it  difficult 
to  unite  the  necessary  technological  skills,  manpower,  and  capital,  the 
Thompson-Meagher  project  collapsed.10 

In  the  postwar  years,  Costa  Rican  officials  inquired  whether  public 
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interests  in  the  United  States  wished  to  acquire  a  naval  station,  or  whether 
private  U.S.  parties  wanted  to  huild  an  interoceanic  railroad  across  Costa 
Rica.  Presuming  (correctly)  that  Secretary  of  State  William  H.  Seward's 
"holiday  trip"  through  the  West  Indies  in  1866  was  in  fact  a  search  for  a 
naval  station,  the  Costa  Rican  government  offered  Puerto  Limon  for  consid¬ 
eration  and  hinted  at  an  interoceanic  railroad  concession.  Observing  the 
difficulties  facing  the  Central  American  Transit  Company  on  the  Atlantic 
coast  because  the  shallow  waters  of  the  San  Juan  River  required  offshore 
loading  of  goods,  Minister  Riotte  recommended  accepting  Costa  Rica's 
inducements  for  a  railroad  from  Puerto  Limon  to  the  Gulf  of  Nicoya.  He 
assured  Seward  that  Costa  Rica  would  concede  land,  timber,  and  other 
privileges  in  the  area  around  the  naval  station.  Secretary  of  the  Navy  Gid¬ 
eon  Welles,  however,  exhibited  little  interest  in  Puerto  Limon  as  a  naval 
station,  for  by  the  mid-i86os  negotiations  for  sites  at  St.  Thomas  in  the 
Virgin  Islands  and  Samana  Bay  on  Santo  Domingo  were  well  advanced. 
Riotte  was  not  swayed.  He  claimed  that  the  United  States  would  acquire  the 
best  port  in  the  Caribbean  and  a  foothold  in  a  country  with  industrious, 
productive  inhabitants  who  were  "the  only  ones  of  all  the  peoples  of  Cen¬ 
tral  America  able  by  and  by  to  understand  our  institutions  and  to  assimilate 
with  our  people."  He  advised  Washington  officials  that  Costa  Rica's  director 
general  of  public  works,  Franz  Kurtze,  was  traveling  to  New  York  in  1866  to 
raise  capital  for  a  railroad  project.11  Interested  parties  in  both  Costa  Rica 
and  the  United  States  were  examining  the  possibilities  for  improved  com¬ 
munication  between  the  two  countries. 

One  ambitious  speculator  who  became  interested  in  Costa  Rican  com¬ 
munications  was  the  "pathfinder"  John  C.  Fremont.  His  venture  in  Costa 
Rica  encompassed  domestic  and  foreign  issues,  security  factors  (military 
installations  and  political  power),  and  financial  and  communications  proj¬ 
ects.  It  also  reveals  the  competition  that  speculative  international  schemes 
attracted  when  other  actors  sensed  that  power  and  large  sums  of  money 
were  at  stake. 

Fremont  has  not  been  well  served  by  historians,  if  by  well  served  we 
mean  depicted  as  he  was.  In  two  biographies,  both  recording  essentially  the 
same  image,  Allan  Nevins  describes  Fremont  as  moral  and  upright,  though 
sometimes  naive  and  careless.  For  example,  after  describing  how  false 
statements  and  misleading  advertising  led  one  Fremont  scheme  to  destruc¬ 
tive  legal  judgment,  Nevins  insists  that  Fremont's  fault  "was  of  omission, 
not  commission,"  and  concludes:  "We  cannot  believe  that  a  man  of  his 
sense  of  honor  consented  to  an  improper  act,  but  he  did  not  sufficiently 
guard  against  such  acts  by  others."12  If  Fremont's  conduct  toward  weak 
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foreign  powers  was  any  sign  of  his  moral  and  ethical  fiber,  this  assessment  is 
far  too  kind. 

In  mid- 1 866,  he  tried  to  negotiate  a  contract  with  the  Costa  Rican 
government  to  build  a  railroad  from  Puerto  Limon  to  the  central  plateau 
and  then  on  to  the  Pacific.  Since  he  lacked  both  capital  and  know-how,  or 
access  to  either,  this  was  clearly  a  speculative  venture.  Simultaneously  he 
pursued  a  railroad  concession  from  Mexico.  In  fact,  his  proposals  typified 
the  style  of  metropole  expansion  in  the  nineteenth  and  early  twentieth 
centuries.  The  liberal  dream  of  the  age,  so  ardently  advertised,  was  that 
expansionist  projects  promised  something  of  benefit  to  all,  but  the  reality 
was  that  the  benefits  usually  came  immediately  and  tangibly  only  to  the 
promoters,  leaving  all  others  to  await  their  reward  from  the  supposedly 
beneficient  natural  law  of  economics.  Fremont,  like  all  conartists,  pursued 
this  dream.  He  expected  his  reward  up  front;  other  people  or  nations  would 
get  theirs  later,  somehow.  He  sought  formal  written  commitments  from 
Mexico  and  Costa  Rica  to  provide  enormous  cash  advances,  large  subsidies, 
and  other  benefits  in  return  for  his  own  oral  promises  to  fulfill  his  obliga¬ 
tions.  Both  countries  were  fortunate  that,  although  he  duped  their  prelimi¬ 
nary'  negotiating  agents,  he  could  not  obtain  approval  for  proposed  contract 
terms  from  Mexican  Minister  Matias  Romero  nor  from  Costa  Rican  Minis¬ 
ter  Esquivel  Gutierrez — two  cautious,  intelligent,  and  level-headed  men. 
Romero  and  Gutierrez  managed  to  deflect  Fremont's  schemes  with  a  mini¬ 
mum  of  retaliatory  political  damage  from  Fremont  and  his  associates.13 

Despite  its  highly  speculative  character,  Fremont's  project  attracted 
the  services  of  several  technically  competent  naturalized  Costa  Ricans, 
notably  Franz  Kurtze  and  Henry  F.  W.  (Guillermo)  Nanne,  native  Germans 
who  had  come  to  Costa  Rica  about  1850  and  built  reputations  as  engineers. 
Kurtze  surveyed  the  line  and  Nanne,  who  worked  as  a  contractor  under 
Fremont  until  the  first  $6,000  in  drafts  returned  protested,  believed  he  was 
responsible  for  Fremont's  adopting  Puerto  Limon  as  a  terminal.  Their  tal¬ 
ents  and  labors  were  appreciated  later  by  the  entrepreneurs  who  ultimately 
built  the  railroad  in  the  1870s.14 

Riotte  hoped  that  U.S.  capital  would  control  Costa  Rica's  Atlantic 
coast  railroad,  despite  British,  German,  and  French  competition.  He  sus¬ 
pected  that  the  Costa  Rican  president,  Jose  Maria  Castro  Madriz,  who 
was  unsympathetic  toward  the  United  States  and  predisposed  toward  the 
French,  might  sabotage  Kurtze's  mission  to  the  United  States.  Although 
Castro  had  approved  the  Kurtze  mission,  he  remained  apprehensive  about 
entering  into  contracts  with  citizens  of  powerful  states.  Costa  Rica  still 
smarted  from  the  injuries  of  filibusterers.  Riotte  suspected  that  the  Brit¬ 
ish  minister,  George  Matthews,  was  behind  Foreign  Minister  Julio  Volio's 
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efforts  in  mid- 1866  to  remove  the  Costa  Rican  minister  to  the  United 
States,  Luis  Molina,  and  to  recall  Kurtze.  Matthews  expected  that  Kurtze's 
recall  would  facilitate  a  British  project  for  a  Costa  Rican  transcontinental 
railroad.15 

As  the  Costa  Rican  government  contemplated  the  Fremont  contract,  it 
developed  doubts.  Fremont  awoke  Delius's  interest  in  his  scheme  and  then 
authorized  Delius  to  spend  "unlimited"  funds  in  promoting  the  Costa 
Rican  railroad.  Volio  instructed  Gutierrez  to  investigate  Fremont's  finan¬ 
cial  reputation  and  the  financial  strength  of  his  group.  Gutierrez  reported  a 
mixture  of  judgments,  mostly  negative:  D.  G.  W.  Rigges,  one  of  Wash¬ 
ington's  wealthiest  and  most  respected  bankers,  said  Fremont  was  "poor 
and  considered  as  a  visionary  speculator,  with  not  very  strict  moral  princi¬ 
ples":  the  New  York  bankers  Duncan  and  Sherman  considered  Fremont 
"worth  a  million  dollars,  but  did  not  wish  to  conduct  business  with  him"; 
the  New  York  firm  of  Allen  and  Garrison  evaluated  him  as  "poor,  visionary 
and  of  questionable  honesty";  the  Nicaraguan  Consul  Juan  J.  Barril  judged 
him  worth  "a  half-million  dollars  and  of  sufficient  integrity  to  merit  the 
epithet  honest";  General  Gustave  Paul  Cluseret,  the  editor  of  the  New 
Nation,  having  shared  quarters  with  Fremont,  considered  him  "poor,  of 
poor  reputation,  undeserving  to  inspire  confidence  and  easy  to  conceive 
bold  plans  but  lacking  the  tact  to  carry  them  to  completion";  the  financial 
editor  of  the  New  York  Herald  claimed  that  Fremont  had  suffered  recent 
commercial  and  political  losses,  hence  his  name  inspired  no  confidence, 
and  he  was  viewed  as  poor  with  the  vanity  of  a  rich  person.  A  rare  positive 
assessment  came  from  the  Farlee  and  Piper  firm  which  conceded  him 
dedication,  integrity,  managerial  skill,  expansionist  views,  a  fortune  worth 
$3,000,000,  and  the  capability  of  assembling  $10,000,000.  Gutierrez's  con¬ 
tacts  judged  Fremont's  business  associates — Motlings,  Leonidas  Haskell, 
Senator  James  Warren  Nye  of  Nevada,  and  Eldridge  Pearl — to  be  poor, 
speculators,  or  nonentities.16  The  consensus  was  that  Fremont  was  a  poor 
businessman  of  questionable  values  and  that  his  group  lacked  capitalists 
and  entrepreneurs. 

Alerted  by  this  assessment  of  Fremont's  group,  the  Costa  Rican  govern¬ 
ment  insisted  upon,  and  Fremont  and  his  associates  accepted,  three  con¬ 
tract  modifications  and  a  compromise  on  a  fourth  one.  These  modifications 
reduced  Costa  Rica's  financial  obligations  and  required  more  performance 
by  Fremont  before  subsidies  would  be  paid.  The  Fremont  group  also  ac¬ 
cepted  five  minor  changes  that  Gutierrez  inserted  to  preserve  the  guaran¬ 
tees  and  to  augment  Costa  Rican  rights.  One  change  denied  the  group  the 
right  to  register  in  the  United  States,  thereby  keeping  it  within  the  jurisdic¬ 
tion  of  Costa  Rican  law.  After  these  modifications  were  made  in  February, 
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both  Fremont's  company  and  Costa  Rica  expressed  satisfaction  with  the 
ratified  contract.  Many  Costa  Ricans  treated  the  approval  of  the  contract  as 
a  national  holiday.17 

British  officials  questioned  the  capacity  of  the  Fremont  group  to  fulfill 
its  obligations.  The  British  consul,  Allan  Wallis,  who  had  attended  the 
Costa  Rican  cabinet  meeting  which  had  received  Fremont's  proposal  to 
build  a  railroad,  had  expressed  reservations  immediately.  Fie  speculated 
that  the  Costa  Rican  government  had  accepted  Fremont's  project  not  be¬ 
cause  it  expected  a  railroad  to  be  built,  but  "to  create  an  excuse  to  abandon 
completely  the  cart  road  which  the  last  administration  began  to  the  Atlan¬ 
tic  at  a  very  great  cost."  At  Wallis's  suggestion,  Costa  Rica  informed  its 
agents  in  Paris  and  London  to  look  for  European  capital.  The  Costa  Rican 
government,  according  to  Wallis,  "would  prefer  treating  with  an  European 
to  an  American  company."  U.S.  officials  inquired  about  Costa  Rica's  good 
faith  after  the  U.S.  minister  to  Great  Britain  had  reported  that  the  Costa 
Rican  consul  general  was  seeking  a  loan  to  complete  the  wagon  road  to  the 
Atlantic.18  Gutierrez  denied  this,  claiming  that  the  activities  of  the  consul 
general  in  London  had  apparently  been  misunderstood.  But  it  is  clear  that 
when  Costa  Rican  officials  realized  Fremont  might  lack  the  capacity  to 
complete  the  railroad,  they  revived  dormant  projects  and  turned  to  British 
capital  as  an  alternative. 

Immediately  after  closing  the  contract,  signs  of  the  speculative  nature 
of  the  venture  began  to  appear.  James  B.  F-Iodgskin  addressed  the  Costa 
Rican  minister  with  a  claim  that  Kurtze  had  promised  him  $5,000  in  gold  to 
obtain  approval  of  the  railroad  contract.  Gutierrez  denied  authorization  to 
make  such  a  payment  and  referred  the  matter  to  San  Jose.  His  sources  in 
the  United  States  had  warned  him  that  "the  contract  might  have  been  no 
more  than  a  farce  to  permit  Hodgskin  to  obtain  the  $5,000  offered  him  by 
Kurtze,"  and  that  "conceivably  Fremont  had  lent  his  name  for  a  share  of  the 
$5,000  gold."19  Gutierrez's  informants  advised  treating  Fremont's  project 
with  caution. 

Several  months  later,  Gutierrez's  suspicions  were  deepened  when  Fre¬ 
mont's  Costa  Rican  Railroad  Company  deliberately  altered  its  procedures 
to  reduce  the  participation  of  Costa  Rican  agents  in  its  activities.  Gutierrez 
and  Thiesen,  the  Costa  Rican  consul  in  New  York,  served  as  the  Costa 
Rican  directors  of  the  Costa  Rican  Railroad  Company.  After  a  brief  honey¬ 
moon  period,  the  company  and  Gutierrez  moved  rapidly  toward  a  divorce 
when  the  Costa  Rican  minister  expressed  reservations  regarding  various 
initiatives  proposed  to  the  board.  The  company  assured  Gutierrez  that  it 
had  the  contractually  required  $50,000  to  invest  in  Costa  Rica  and  that 
various  small  work  parties  were  on  their  way  to  Costa  Rica.  However, 
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Gustave  Wagner,  one  of  Fremont's  engineers  headed  for  Costa  Rica,  had  to 
borrow  $100  from  Consul  B.  Squier  Cotrell  in  Nicaragua  to  complete  his 
journey,  which  suggested  the  shoestring  nature  of  the  project.  Although  a 
second  small  party  of  Fremont's  railroad  people  left  the  United  States  on 
schedule,  Gutierrez  remained  skeptical.  Riotte  concluded  that  the  com¬ 
pany  was  proceeding  in  bad  faith,  wishing  only  to  appear  to  spend  the 
required  minimum  of  $50,000  to  avoid  cancellation  of  the  contract.20 

Unable  to  raise  funds  in  the  United  States,  Fremont's  agents  sought 
additional  concessions  that  would  enhance  the  firm's  value  in  the  eyes  of 
foreign  capitalists.  William  Aufermann,  a  director  of  Fremont's  firm,  an¬ 
nounced  that  a  steamer  line  was  scheduled  to  run  from  Bremen  over  the 
Antilles  to  Central  America's  Caribbean  coast.  He  asked  Gutierrez  to  in¬ 
quire  whether  Costa  Rica  would  allow  the  establishment  of  a  Prussian 
naval  base  on  its  territory  because  such  a  base  would  supply  large  advan¬ 
tages  to  the  railroad.  Ominously,  even  before  beginning  work,  the  company 
also  requested  a  reduction  of  its  obligations.  It  found  little  hope  in  Gutie¬ 
rrez's  answer:  it  was  unlikely,  he  said,  that  his  government  would  consider 
reducing  the  company's  obligations  until  the  project  was  done  or  nearly 
done,  and  presumably  that  the  Prussian  and  Costa  Rican  governments, 
rather  than  the  company  directors,  would  settle  the  question  of  a  naval 
station;  further,  although  his  government  wanted  to  increase  commerce,  it 
would  doubtless  refuse  to  sell  or  transfer  any  of  its  territory.  The  directors  of 
Fremont's  company,  finding  Washington  meetings  inconvenient  and  un¬ 
happy  with  Gutierrez's  responses,  created  an  executive  committee  to  meet 
in  New  York.  Since  Gutierrez  could  not,  and  Thiesen  would  not,  participate 
in  the  New  York  meetings,  Costa  Rica  became  isolated  from  company 
activity.21  Even  after  the  Costa  Rican  directors  were  effectively  excluded, 
the  company  made  no  progress  with  the  railroad. 

As  financial  difficulties  prevented  Fremont  from  pursuing  the  project, 
if  that  is  what  he  had  intended,  some  Costa  Ricans  began  to  examine  other 
options  for  building  the  much  needed  railroad.  A  court  judgment  precipi¬ 
tated  a  sharp  fall  in  the  stock  of  the  Atlantic  and  Pacific  Railroad,  of  which 
Fremont  was  the  president  and  major  stockholder.  As  Fremont  became 
poorer,  Gutierrez  suspected  that  Costa  Rica's  only  compensation  for  this 
venture  might  be  the  company's  explorations  and  plans  which  would  sug¬ 
gest  where  a  railroad  could  be  built  at  a  later  date.  Seeking  a  way  out  of  his 
financial  crisis,  Fremont  asked  for  guarantee  of  a  section-by-section  pay¬ 
ment  for  construction,  which  would  facilitate  raising  funds  in  the  United 
States.  He  also  proposed  changing  the  $15,000  monthly  subsidy  from  the 
Costa  Rican  government  to  $1 5,000  for  each  mile  completed  and  accepted. 
Gutierrez  recommended  caution.  His  informants  insisted  that  "the  com- 
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mercial  world  views  [Fremont's  group]  with  much  disconfidence  and  con¬ 
siders  them  personally  of  little  or  no  responsibility,  to  the  point  where  some 
businessmen  refuse  to  take  into  consideration  any  affair  in  which  they 
intervene."  John  Meiggs  Keith,  a  materials  supplier  for  Fremont's  project 
who  enjoyed  the  confidence  of  U.S.  businessmen,  confidentially  confirmed 
Gutierrez's  views  of  the  Costa  Rican  Railroad  group.  In  late  1867  Gutierrez 
enclosed  a  railroad  proposal  from  Henry  Meiggs,  a  relative  of  John  Meiggs 
Keith  and  a  railroad  builder  in  Chile  and  Peru  who  associated  with  some  of 
the  richest  men  in  the  United  States.  Until  the  Costa  Rican  government 
finished  its  business  with  Fremont,  the  Meiggs'  proposal  was  meant  only 
for  the  eyes  of  Foreign  Minister  Julio  Volio  and  Castro  Madriz.22 

Fremont's  company  hustled  about  in  an  effort  to  save  the  contract  for 
resale.  In  late  August  1867  Fremont's  contractors  and  engineers  arrived  at 
Puerto  Limon  to  declare  the  port  open  to  commerce.  A  U.S.  consular  official 
optimistically  proclaimed  that  the  Atlantic  terminus  work  was  being  ener¬ 
getically  carried  forward:  "Although  doubts  exist  in  the  minds  of  many  as  to 
the  prosecution  of  the  enterprise  beyond  the  point  requisite  for  certain 
speculative  purposes,  the  [Costa  Rican)  government  .  .  .  shows  a  praise¬ 
worthy  disposition  to  render  the  company  every  facility  possible  for  carry¬ 
ing  on  the  work."  He  said  he  hoped  the  project  would  be  speedily  concluded, 
but  four  months  later  he  reported  that  it  was  at  a  standstill.23 

By  early  1868  Fremont's  financial  position  and  economic  prospects 
were  collapsing.  In  early  January,  Fremont,  Senator  Nye,  and  Aufermann 
complained  bitterly  that  Keith  and  his  associates  had  not  completed  their 
contract  to  deliver  supplies  to  Fremont's  company  (Keith  responded  that  he 
had  not  been  paid  for  previous  deliveries)  and  that  Kurtze  had  submitted 
enormous  expense  vouchers  without  accomplishing  anything  for  the  com¬ 
pany.  In  January  1868,  Gutierrez  noted,  they  "confessed  slowly  that  they 
had  not  invested  [the  required]  $50,000  in  Costa  Rica,"  when  they  requested 
a  ninety-day  extension  to  meet  this  contract  stipulation.  Gutierrez  recom¬ 
mended  that  Costa  Rica  should  be  fair,  but  not  generous,  and  should  hold 
the  Fremont  company  to  the  letter  and  spirit  of  the  contract.  Gutierrez 
expected  the  company  to  lose  the  contract  for  nonfulfillment.24 

The  Fremont  group  urgently  tried  to  salvage  something  from  the  en¬ 
deavor.  Undaunted,  the  speculator  offered  to  sell  his  "rights"  to  either  the 
Prussian  or  U.S.  governments  for  a  quick  profit.  The  company  contacted  the 
Prussian  government  and  various  U.S.  capitalists  and  entrepreneurs.  In 
January  1868  Fremont  and  associates  negotiated  a  sale  of  the  Costa  Rican 
Railroad  Company  to  a  group  composed  of  Edmund  C.  Pechin,  Albert  A. 
Nunez,  and  LuRe  Tiernau  Brien.  The  new  entrepreneurs  claimed  that  the 
successor  railroad  company  was  entirely  reorganized  and  that  only  finaliza- 
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tion  of  the  papers  was  needed  to  perfect  the  sale.25  The  sale  hinged,  how¬ 
ever,  upon  Costa  Rica's  granting  the  new  company  a  time  extension  to 
complete  the  project.  When  the  government  refused  the  extension,  the  sale 
fell  through.  The  U.S.  consul  in  Costa  Rica  decided  that  some  people  looked 
upon  the  project  with  "jealousy  and  distrust."  He  believed  that  the  Costa 
Rican  government  remained  friendly  toward  Americans,  despite  the  poor 
record  of  the  Fremont  group.  Fremont's  contract  was  cancelled.26 

In  July  1868  Aufermann  lodged  a  formal  complaint  against  the  "unjust 
and  pretended  cancellation  of  the  contract."  He  asked  the  U.S.  government 
to  "protect  its  citizens"  and  to  bring  the  matter  before  the  House  Commit¬ 
tee  on  Foreign  Relations.  Fremont  complained  to  Seward  about  the  conduct 
of  Gutierrez  and  the  Costa  Rican  government  toward  the  company.  Since 
Seward  did  not  mention  the  complaint  to  Gutierrez,  the  Costa  Rican  diplo¬ 
mat  ignored  the  charges  in  order  not  to  lend  them  unmerited  credence. 
Hoping  to  restore  friendly  relations  with  the  Costa  Rican  government, 
Aufermann  suggested  replacing  Gutierrez  as  a  director  on  the  board  of  the 
company.  He  charged  that  Gutierrez  lacked  the  experience  and  judgment 
necessary  to  aid  in  the  management  of  such  an  enterprise,  and  that  he 
harbored  animosity  toward  the  company.  Gutierrez  replied  to  his  superiors 
that  the  complaints  against  him  were  no  better  founded  than  those  against 
the  Costa  Rican  government.27 

Fremont's  plan  to  resell  his  interoceanic  railroad  concession  found  the 
warmest  response  in  Germany.  Although  occupied  with  German  unifica¬ 
tion  and  European  affairs  in  the  years  from  1866  to  1868,  Chancellor  Otto 
von  Bismarck  of  Prussia  became  interested  in  the  Fremont-Delius  schemes. 
Fremont  solicited  Prussian  funds  and  participation  in  building  his  railroad: 
he  expressed  a  desire  to  use  German  laborers  and  said  that  in  exchange  for 
German  capital  to  build  his  railroad  he  could  offer  the  Puerto  Limon  naval 
station  and  bonds  in  his  company.  Bismarck's  government  was  intrigued 
by  the  possibilities  of  a  naval  station  and  interoceanic  transit.  A  Ger¬ 
man  engineer  who  had  worked  near  Puerto  Limon  for  some  years  claimed 
that  the  impregnable  port  was  suited  to  handle  all  of  Costa  Rica's  foreign 
trade  and  considerable  interoceanic  trade  besides.  During  early  1868  a 
Prussian  naval  squadron  conducted  a  naval  survey  along  the  Caribbean 
coast  of  Central  America.  In  April  the  steam  sloop  Augusta  arrived  at 
Puerto  Limon.  The  squadron's  commander,  Captain  Friedrich  Wilhelm 
Franz  Kinderling,  then  undertook  a  confidential  mission  linked  to  the 
Fremont  project.28 

Captain  Kinderling  and  a  small  party  made  the  difficult  overland  trip 
from  Puerto  Limon  to  San  Jose.  Kinderling's  primary  interest  was  in  finding 
a  naval  base  for  Prussia's  West  Indies  squadron.  He  encountered  strong 
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resistance  in  San  Jose  to  his  inquiry  about  a  possible  treaty  or  contractual 
transfer  of  rights  over  Puerto  Limon  to  Prussia.  Since  Kinderling  lacked 
authority  to  negotiate  an  agreement  with  Costa  Rica,  he  requested  that  the 
Costa  Rican  government  allow  the  Prussian  government  time  to  respond. 
Avoiding  any  exclusive  promise,  Volio  emphasized  Costa  Rica's  preference 
for  a  private  company  to  manage  Prussian  interests  near  Puerto  Limon.29 

This  Prussian  initiative  rang  alarm  bells  in  other  diplomatic  circles. 
The  U.S.  consul,  Arthur  Morrell,  thought  Prussia  was  considering  the  for¬ 
mation  of  a  colonization  and  road  construction  company.  British  agent 
E.  Corbett  thought  Kinderling's  visit  signified  interest  in  an  interoceanic 
railroad  terminus  as  well  as  a  naval  station.  Kinderling's  report  to  the 
Imperial  Navy  recommended  Puerto  Limon  as  a  site  for  a  naval  base  and 
explained  the  Costa  Rican  desire  for  an  agreement  with  private  groups. 
When  a  mysterious  leak  revealed  Kinderling's  proposal  to  the  government 
in  San  Jose,  Berlin  denied  that  Prussia  was  negotiating  with  Costa  Rica 
about  a  naval  station  at  Puerto  Limon.30 

Kinderling's  activity  unsettled  U.S. -Prussian  relations.  In  Washington, 
German  Minister  von  Gerolt  acted  quickly  to  repair  the  damage.  He  de¬ 
clared  that  the  North  German  Confederation  disapproved  of  Kinderling's 
conduct  and  would  not  protect  Costa  Rica's  interoceanic  railroad.  Seward 
and  von  Gerolt  agreed  that  Prussia  should  abstain  from  affairs  on  this 
continent  to  avoid  disrupting  friendly  mutual  relations.  Charles  Riotte 
warned  von  Gerolt  that  Fremont's  railroad  scheme  was  a  fantasy  that  could 
bring  large  losses  to  German  investors.  Carl  Schurz,  politician,  ex-general, 
and  the  most  prominent  German-American,  suggested  that  Germany  ought 
to  find  U.S.  friendship  more  valuable  than  a  naval  station  in  the  Caribbean. 
He  suggested,  however,  that  it  might  be  consistent  with  the  Monroe  Doc¬ 
trine  for  the  United  States  and  Germany  to  trade  some  kind  of  naval 
facilities  in  Europe  and  the  New  World.31  Despite  Schurz's  speculation,  the 
U.S.  government  feared  the  strategic  and  economic  leverage  that  Germany 
might  acquire  from  a  naval  station  and  railroad  in  Costa  Rica. 

In  the  1940s  two  historians  disagreed  about  the  purpose  and  official  sta¬ 
tus  of  the  Kinderling  mission.  Helmuth  Polakowsky  accepted  Bismarck's 
explanation  of  Kinderling's  mission  as  an  overambitious  personal  initiative 
and  the  chancellor's  disclaimer  of  any  intention  to  acquire  a  naval  station. 
In  contrast,  Tulio  von  Billow  has  argued  that  Kinderling  was  undoubtedly 
Bismarck's  confidential  agent,  instructed  to  send  up  a  trial  balloon.  After 
the  leak  prematurely  exposed  Kinderling's  objectives  in  San  Jose,  the  Prus¬ 
sian  government  immediately  explained  that  the  mission  of  officers  on  the 
Augusta  was  only  to  seek  protection  of  North  German  Confederation  com¬ 
merce  and  other  related  interests;  in  fact,  Kinderling  was  reprimanded  and 
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treated  as  if  he  had  acted  upon  his  own.  Von  Billow  pointed  out  that  one 
could  expect  Bismarck  to  deny  his  government's  plans,  especially  in  re¬ 
sponse  to  criticism  from  abroad.32 

Kinderling's  confidential  reports  to  the  Prussian  naval  high  command 
sustain  von  Billow's  interpretation.  In  response  to  instructions,  Kinderling 
reported  on  a  wide  variety  of  commercial,  consular,  diplomatic,  and  naval- 
strategic  matters  regarding  Costa  Rica.  Delius  claimed  that  Bismarck  sup¬ 
pressed  the  publication  of  Kinderling's  final  report  because  it  undermined 
the  Prussian  government's  assertion  that  Prussia  had  nothing  to  do  with 
Kinderling's  proposal  regarding  Puerto  Limon.33 

Von  Gerolt's  correspondence  reveals  another  dimension  of  the  Prus- 
sian-Puerto  Limon  affair  of  1868.  He  described  how  the  struggle  among 
German  officials  and  businessmen  to  replace  Lahmann,  the  North  German 
consul  in  Costa  Rica,  was  related  to  the  Fremont  railroad  and  Puerto  Limon 
naval  station  projects.  Although  Costa  Rica  welcomed  the  prospect  of 
German  rather  than  North  American  immigration — because  it  feared  that 
the  United  States  ultimately  sought  annexation — Lahmann's  reports  failed 
to  support  Berlin's  hope  that  German  capital  and  German  colonists  would 
find  a  warm  welcome  in  Costa  Rica.  Dr.  Friedrich  L.  Streber,  one  of  Fre¬ 
mont's  associates,  conspired  to  replace  Lahmann  as  North  German  Con¬ 
federation  consul  in  Costa  Rica.  Riotte  endorsed  Lahmann  and  warned 
against  Streber.  Whereas  Lahmann  had  advised  Berlin  to  be  cautious  about 
the  Fremont  railroad  scheme  and  the  acquisition  of  a  naval  station  at  Puerto 
Limon,  Streber  had  encouraged  North  German  Confederation  interests  in 
them.  Kinderling,  also,  recommended  Lahmann's  removal,  which  would 
have  facilitated  elevating  Streber  to  the  consular  post  and  the  sale  of  the 
Fremont  concession  to  Prussia.  Despite  von  Gerolt's  denial  that  the  North 
German  Confederation  had  any  plan  to  acquire  a  naval  station  in  Costa  Rica 
or  Central  America,  it  is  difficult  to  accept  Bismarck's  claim  that  Kin¬ 
derling's  activity  did  not  represent  official  aims.  The  North  German  Con¬ 
federation  was  seeking  naval  stations  in  Asia  and  elsewhere  and  German 
governments  had  shown  interest  in  a  Caribbean  area  naval  base  both  before 
and  after  the  1868  incident.  Using  personal  contacts  in  the  Costa  Rican 
government,  U.S.  Consul  Morrell  had  forwarded  copies  of  correspondence 
which  revealed  that  Prussia  expected  to  acquire  a  base  for  its  West  Indies 
squadron.  Finally,  Kinderling's  promotions  in  1871  and  1878  hint  that  he 
was  serving  rather  than  undermining  German  government  objectives  and 
policies.34  In  sum,  the  evidence  supports  a  presumption  that  Kinderling 
was  acting  within  his  instructions. 

Despite  the  disappointment  of  the  Fremont  project,  the  Costa  Rican 
minister  of  public  works  insisted  that  the  "prompt  and  expedient"  develop- 
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ment  of  communication  was  "the  most  efficient  means  to  increase  Costa 
Rica's  wealth."  After  the  Fremont  project  collapsed,  the  Costa  Rican  gov¬ 
ernment  entertained  railroad  proposals  from  several  U.S.  business  groups. 
After  discussions  with  various  parties,  Volio  concluded  that  all  these  pro¬ 
posals  were  speculative  and  not  made  in  good  faith.  Their  central  concern, 
he  lamented,  was  "to  assure  the  facility  to  issue  stock  and  easily  sell  it 
under  the  Government's  guarantee."  These  speculators  wanted  to  win  U.S. 
government  support  to  enhance  the  value  of  any  concession.  Reputable, 
wealthy  individuals  refused  to  support  the  projects,  suspecting  that  the 
opening  of  a  Panama  canal  in  the  near  future  and  the  competition  of  the 
transcontinental  and  Panama  railroads  would  prevent  a  reasonable  return 
on  the  investment.  Suspecting  that  negotiations  in  the  United  States  would 
lead  to  serious  dangers,  Volio  favored  securing  a  loan  in  Europe  to  construct 
the  railroad.  Although  the  Costa  Rican  government  had  continued  to  work 
on  the  roads  to  Puntarenas  and  Puerto  Limon,  it  considered  the  railroad 
from  Puerto  Limon  to  the  Gulf  of  Nicoya  the  best  way  to  develop  the 
country.35 

Despite  the  preeminent  place  of  British  capital  and  entrepreneurs  in 
Costa  Rica's  coffee  and  communications  business,  some  U.S.  promoters 
remained  interested  in  Costa  Rican  projects.  The  U.S.  minister  Jacob  B. 
Blair  reported  in  early  1869  that  Costa  Rica  had  signed  a  contract  for  a 
railroad  from  Puerto  Limon  to  the  Gulf  of  Nicoya  with  a  group  of  North 
Americans,  including  Edward  Reilly,  Alexander  Hay,  William  H.  McCart¬ 
ney,  and  David  Vickers.  Other  investors  and  businessmen  looked  for  oppor¬ 
tunities  in  a  gas  factory  and  telegraph  line  to  accompany  the  railroad.  The 
French  charge  Julien  O.  de  Cabarrus  said  that  the  Reilly  railroad  project 
held  great  potential  for  European  trade  with  the  west  coast  of  America  and 
the  Pacific.  In  general,  English  opinion  strongly  condemned  the  Reilly 
contract.  The  British  groups  delayed  approval  of  the  Reilly  concession  but 
were  unable  to  prepare  a  convincing  alternative.  President  Jimenez  re¬ 
signed  when  the  Costa  Rican  congress  seemed  inclined  to  reject  the  Reilly 
contract,  but  the  legislature  refused  to  accept  his  resignation.  The  Reilly 
contract  was  eventually  ratified,  and  the  grading  and  construction  of  the 
railroad  began  on  August  25,  1869.  Six  months  later,  the  Costa  Rican 
government  nullified  the  contract  for  nonfulfillment  of  the  terms.  De  Ca¬ 
barrus  remarked  that  this  failure  proved  the  futility  of  Costa  Rica's  sacri¬ 
fices  to  obtain  a  railroad.  But  hope  lingered  on  with  Costa  Rican  officials.  In 
1871,  at  Costa  Rica's  request,  the  United  States  named  two  engineers  to 
survey  a  route  for  a  wagon-road  or  railroad  between  San  Jose  and  the  Atlan¬ 
tic.  Unable  to  locate  funding,  the  Costa  Rican  government  postponed  the 
survey.36  Despite  Costa  Rican  and  metropole  interest  in  an  Atlantic  transit 
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route,  various  projects  had  failed  to  link  the  coffee  area  to  the  Caribbean 
coast  in  the  1860s. 

Delius's  fascination  with  Puerto  Limon,  coffee,  and  a  transcontinental 
railroad  did  not  dissipate  because  of  failure,  and  he  continued  to  pursue 
Prussian  officials.  In  1876  the  undaunted  remains  of  Fremont's  company 
again  offered  Puerto  Limon  to  Germany.  At  this  point,  with  the  unification 
crisis  behind  it,  Bismarck's  foreign  office  launched  inquiries  about  Fremont 
and  the  New  York  firm.  They  learned,  as  the  Costa  Rican  officials  had 
earlier,  that  neither  Fremont  nor  his  Costa  Rican  Railroad  Company  rep¬ 
resented  a  substantial  economic  force.  Aware  that  Fremont's  concession 
rights  were  dubious  at  best,  the  German  government  dropped  the  matter. 
Delius  rejected  de  Lesseps's  canal  as  "folly"  and  argued  that  Minor  Cooper 
Keith's  Costa  Rican  railroad  would  not  go  interoceanic.  In  1881  he  wrote  to 
former  president  Ulysses  S.  Grant  about  support  for  reviving  his  concession 
as  a  colonization  project  and  as  the  best  site  for  an  isthmian  interoceanic 
railroad  route.  Fie  contended  that  Germany  would  not  interfere  because  of 
internal  problems  and  a  lack  of  a  desire  to  contest  U.S.  power  in  the 
isthmus.  There  is  no  indication  that  Grant  replied.37  The  Fremont-Delius 
scheme  had  vanished  for  everyone  but  Delius. 

Costa  Rica  finally  obtained  an  Atlantic  coast  railroad  when  Henry 
Meiggs  and  his  nephew  Minor  Cooper  Keith  organized  the  project.  In  July 
1871  Meiggs  contracted  to  build  a  railroad  from  the  Atlantic  coast  to  Costa 
Rica's  coffee-rich  mesa  central.  Minister  Blair  presumed  that  his  railroad 
would  shift  the  coffee  trade  from  London  to  New  York.  J.  R.  Gill,  a  longtime 
resident  of  Panama,  wrote  a  friend:  "If  the  Costa  Rica  R.R.  should  go 
through,  the  country  will  become  one  of  great  importance  as  it  is  very 
valuable  in  products,  and  mines,  and  only  requires  Anglo-Saxon  brains  to 
make  order  out  of  chaos."  Jimenez's  successor  as  Costa  Rican  president, 
Tomas  Guardia,  expected  the  railroad  to  encourage  commercial  enterprise, 
to  induce  a  large  immigration,  and  to  develop  the  fertile  territory  on  the 
Atlantic  periphery,  previously  of  little  value.  Meiggs  transferred  the  con¬ 
tract  to  a  relative,  John  Meiggs  Keith,  who  turned  the  contract  over  to  Minor 
Keith.  Minor  Keith  not  only  built  the  railroad  but  used  subsidiary  conces¬ 
sions  to  create  the  United  Fruit  empire,  which  was  to  dominate  Central 
American  societies  for  four  generations.38 

Part  of  a  later  conflict  between  Costa  Rica  and  Keith  over  whether  the 
Costa  Rican  railroad  should  serve  Keith's  Puerto  Limon  coast-fruit  objec¬ 
tives  or  Costa  Rica's  national  objectives  was  related  to  the  "purpose"  of  the 
developmental  projects  initiated  with  metropole  capital.  Keith  knew  that 
a  transisthmian  railroad  traversing  the  populated,  coffee-producing  mesa 
central  would  strengthen  major  political  and  economic  interests  of  the 
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native  coffee  elite,  which  in  turn  might  endanger  his  enclave.  For  this 
reason  he  decided  not  to  complete  the  transcontinental  route  originally 
planned.  The  Costa  Rican  railroad  route  was  also  one  battleground  between 
the  Panama  Railroad  and  its  steamship  line  and  the  Pacific  Mail  Steamship 
Company.  Pacific  Mail  wanted  an  alternative  isthmian  transit  to  free  itself 
from  dependence  on  the  Panama  railroad  monopoly  for  transshipment  of  its 
Pacific-generated  business  to  the  Caribbean-Atlantic  side.  The  Panama 
Railroad  discouraged  converting  the  Costa  Rican  railroad  into  a  transconti¬ 
nental  line.39  Pacific  Mail  sought  to  subordinate  Costa  Rican  development 
to  its  own  specific  vision  of  metropole  trade  interests.  The  objectives  of 
these  two  firms  were  not  noticeably  different  from  those  of  Fremont  and 
Delius  or  Meiggs  and  Keith.  All  the  projects  inevitably  supported  the  per¬ 
sonal  profit  motive  or  metropole  developmental  objectives  better  than  they 
met  the  needs  of  the  host  society.  Recognizing  this,  the  Costa  Rican  govern¬ 
ment  independently  completed  the  interoceanic  rail  line  in  the  twentieth 
century. 

The  triumph  of  a  liberal  political  economy  in  the  United  States  after 
the  Civil  War  stimulated  the  pursuit  of  material  objectives.  Mexico,  Cen¬ 
tral  America,  the  Caribbean,  Hawaii,  Alaska,  Samoa,  China,  and  Japan 
received  attention  from  U.S.  entrepreneurs  and  speculators  in  the  mid¬ 
nineteenth  century.  The  distinction  between  entrepreneurs  (who  sought 
wealth  through  producing  something)  and  speculators  (who  sought  wealth 
through  trading  the  right  to  produce  something)  deserves  attention.  Fre¬ 
mont,  like  most  other  promoters  of  Costa  Rican  railroads,  viewed  his 
project  chiefly  as  a  means  to  create  negotiable  paper  that  would  make  him 
rich.  Even  Henry  Meiggs's  concession  was  transferred  through  family  mem¬ 
bers  before  arriving  in  the  hands  of  Minor  Keith,  an  entrepreneur  who  used 
the  opportunity  to  build  a  railroad,  a  fruit  company,  and  a  personal  fortune. 
But  Fremont's  projects  in  Costa  Rica — a  railroad,  port  construction,  and  the 
development  of  Costa  Rica's  east  coast — were  presented  as  grand  designs 
for  serving  national  objectives.  And  unquestionably,  implementing  Fre¬ 
mont's  concession  would  have  benefited  U.S.  exploitation  of  Central  Amer¬ 
ica  and  the  Pacific  basin. 

The  same  combination  of  personal  and  national  objectives,  with  a 
different  mix  of  motivations,  encouraged  Bismarck  and  the  German  govern¬ 
ment  to  investigate  the  possibilities  of  German  development  of  a  poten¬ 
tially  important  transit  link  between  the  two  great  oceans  of  the  world.  The 
German  interests  in  Costa  Rica  and  Puerto  Limon  reflected  that  country's 
desire  to  acquire  foreign  naval  bases,  communication  links,  and  business 
sites  to  improve  outlets  for  its  expanding  industrial  economy.  Like  Ger¬ 
many,  most  metropole  states  in  the  nineteenth  century  pursued  social 
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imperialism — external  policies  and  activities  that  would  ameliorate  inter¬ 
nal  socioeconomic  disorders  and  decrease  domestic  opportunities. 

The  German  attraction  to  Central  American  transit  produced  tension 
with  the  rival  U.S.  political  economy  in  an  area  which  the  United  States 
defined  as  central  to  its  security.  In  the  late  1860s  neither  state  faced  such 
severe  internal  problems  that  it  considered  this  particular  skirmish  in 
Costa  Rica  vital.  Yet  both  viewed  their  access  to  the  isthmian  region  a 
matter  of  great  concern.  U.S.  diplomats  and  political  leaders  had  responded 
quickly  to  stymie  German  inquiries  about  the  possibility  of  a  naval  station 
at  Puerto  Limon,  colonization  sites,  and  transit  rights  in  Costa  Rica.  When 
Bismarck  learned  that  the  United  States  would  jealously  guard  its  special 
sphere,  Germany  withdrew  its  exploratory  operations  and  denied  any  offi¬ 
cial  involvement.  The  withdrawal  was  only  that,  not  a  surrender.  In  the 
1 880s  and  1890s,  German  merchants  and  investors  captured  the  dominant 
position  in  Guatemala's  economy,  a  major  place  in  Nicaragua's  develop¬ 
ment,  and  significant  roles  elsewhere  in  Central  America.  In  the  late  1860s 
a  laissez-faire  speculative  scheme  involving  a  potentially  valuable  Carib¬ 
bean  naval  station  and  transcontinental  railroad  had  brought  Germany  and 
the  United  States  to  the  brink  of  a  confrontation  that  neither  power  sought. 
This  confrontation  was  relatively  easy  to  avoid.  A  generation  or  so  later, 
both  powers  might  have  reacted  differently. 
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George  McWillie  Williamson  and  Postbellum 
Southern  Expansionism 


In  the  i86os,  after  the  Republican  party  came  to  power,  the  United  States 
began  to  pursue  material  progress  within  the  general  framework  of  an  indi¬ 
vidualistic,  free-market  capitalism  of  the  sort  advocated  by  Adam  Smith. 
The  adoption  of  a  laissez-faire  order  created  many  internal  opportunities  for 
profit,  which  increasingly  attracted  the  attention  of  entrepreneurs  and 
speculators  and  led  to  massive  production  increases  and  rapid  capital  ac¬ 
cumulation.  Within  a  decade,  the  depression  of  1873  shocked  many  ob¬ 
servers  and  analysts  of  the  U.S.  political  economy,  and  some  of  them  argued 
that  market  disturbances  resulting  from  overproduction  were  the  chief 
cause  of  the  factory  closings,  unemployment,  strikes,  and  social  disorder 
that  plagued  the  nation.  Republican  leaders  agreed,  and  called  for  resolving 
the  economic  crisis  by  expanding  the  market  for  U.S.  products  abroad.  The 
administration  of  General  Ulysses  S.  Grant  complied  by  seeking  consular 
and  diplomatic  agents  who  were  energetic,  inventive,  and  expansionist.  It 
also  welcomed  the  support  of  southern  politicians  in  its  plan  for  expan¬ 
sion.1 

The  South  had  barely  begun  to  recover  from  the  destruction  of  the  Civil 
War  when  the  depression  of  1873  hit,  with  devastating  long-term  effects.  In 
Louisiana,  for  example,  agricultural  output  did  not  regain  its  1873  level 
until  1900.  Grant's  choice  for  U.S.  minister  to  Central  America,  the  Loui- 
sianan  George  McWillie  Williamson,  was  naturally  interested  in  creating 
opportunities  for  Louisiana  and  the  South,  but  he  also  recognized  that  the 
socioeconomic  problems  of  the  mid- 1870s  were  national  in  nature,  and  he 
believed  it  essential  for  the  U.S.  government  to  assume  a  more  active  role  in 
promoting  economic  expansion.  Believing  that  overproduction  was  a  key 
factor  in  the  depression  and  that  Central  America  was  a  promising  market 
and  the  transit  key  to  many  other  markets  (China  and  the  rest  of  Asia),  he 
argued  for  policies  that  would  tie  Central  America  more  closely  to  the  U.S. 
political  economy.2  The  importance  he  assigned  to  the  isthmus  made  him 
suspicious  of  foreign  activity  in  Central  America.  In  order  to  expand  U.S. 
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markets  in  that  region  and  to  facilitate  access  to  Central  American  prod¬ 
ucts,  he  advocated  improving  internal  communications  on  the  Caribbean 
coast  of  Central  America  and  establishing  shipping  links  from  Louisiana 
and  the  U.S.  Gulf  ports  to  Central  America. 

Williamson  was  by  no  means  alone  in  hoping  that  trade  and  economic 
expansion  would  facilitate  recovery  from  the  war  and  its  ensuing  economic 
depression.  In  fact,  southern  business  and  political  leaders  had  been  pro¬ 
moting  southern  expansion  into  the  Caribbean  since  the  1840s.  Prominent 
among  them  were  Jane  and  William  Cazneau,  who  had  encouraged  south¬ 
ern  filibustering  to  acquire  new  territory  for  slave-produced  cotton  in  the 
era  of  William  Walker,  but  had  become  promoters  of  commercial  and  com¬ 
munications  ventures  since  the  war;  and  U.S.  Senator  John  T.  Morgan  of 
Alabama,  a  member  of  the  antebellum  elite  and  a  Confederate  general, 
whose  ideas  were  similar  to  those  of  Williamson.  Thus,  mid-nineteenth 
century  southern  expansionism  continued  after  the  war  in  part  for  social 
reasons:  the  reconstruction  leadership  shared  personnel,  ideology,  and  pol¬ 
icies  with  the  antebellum  planter  class  and  its  associates.3 

This  expansionist  tendency  also  reflected  longstanding  links  between 
southern  society  and  the  European  economic  system.  Cotton  grown  in  the 
South  was  sold  largely  to  Britain,  France,  and  Belgium,  and  in  return  the 
southern  wealthy  consumed  large  quantities  of  goods  from  Europe,  espe¬ 
cially  Great  Britain.  After  the  Civil  War,  although  the  cotton  trade  remained 
essential  to  the  southern  economy,  its  relative  importance  declined.  Histo¬ 
rians  James  C.  Cobb  and  Gavin  Wright  have  called  attention  to  the  prob¬ 
lems  that  arise  from  examining  and  critiquing  the  southern  economy  from 
a  too  narrow,  parochial  perspective.  They  agreed  that  one  can  only  under¬ 
stand  postbellum  southern  economic  activity  within  a  perspective  of  na¬ 
tional  and  world  market  forces.4  What  remained  constant  was  its  infra¬ 
structure:  a  communications  system  pointed  at  ports,  oceans,  and  rivers 
rather  than  at  roads  and  railroads — a  system,  in  other  words,  built  to  serve 
oceanic  trade  rather  than  local  or  regional  economic  integration.  So  long  as 
the  South  looked  to  its  ports  for  trade,  commercial  links  with  the  nearby 
Caribbean  and  Central  American  areas  would  be  extremely  valuable.  Rec¬ 
ognition  of  this  fact  led  southern  leaders  like  John  T.  Morgan  and  George 
Williamson  to  dream  of  an  interoceanic  canal  across  the  isthmus. 

If  the  United  States  were  to  compete  successfully  with  other  indus¬ 
trialized  powers  for  trade,  transit,  and  investment  opportunities  in  Central 
America,  it  would  have  to  find  agents  of  character  and  ability  to  serve  that 
cause.  Williamson  apparently  filled  the  bill,  for  U.S. -Central  American 
commercial  relations  changed  dramatically  during  his  six-year  term  of 
service.  Historians  have  said  little  about  Williamson's  precise  role  in  this 
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transformation.  This  is  surprising,  since  his  career,  which  began  in  the  ante¬ 
bellum  period,  included  important  professional,  political,  military,  busi¬ 
ness,  and  diplomatic  activity. 

Biographical  information  on  Williamson's  life  is  sparse.  The  son  of 
Thomas  Taylor  Williamson,  a  prominent  Mississippi  River  steamboat  cap¬ 
tain  involved  in  the  founding  of  Shreveport  and  Bossier  City  in  Louisiana, 
and  Tirzah  Ann  McWillie,  he  was  born  in  Fairfax,  South  Carolina,  on 
September  29,  1829.  After  graduating  from  the  University  of  South  Car¬ 
olina  in  1850,  Williamson  practiced  law  in  Mansfield  and  Shreveport.  He 
served  as  the  corporation  (city)  attorney  in  Shreveport  in  1852  and  1853. 
Two  marriages  produced  eleven  children.  In  1861  he  represented  Caddo 
Parish  in  the  Louisiana  Secession  convention.  He  served  in  the  Confederate 
army  as  a  staff  officer  for  generals  Leonidas  Polk,  John  Magruder,  and 
E.  Kirby  Smith,  rising  to  the  rank  of  colonel.  He  was  wounded  at  Shiloh  and 
Murfreesboro.  After  the  war,  he  practiced  law  in  Shreveport.  Although 
elected  to  the  U.S.  Senate  in  1867,  that  body  refused  to  seat  him.  In  mid- 
1872,  the  Reform  party,  a  faction  organized  in  opposition  to  Governor 
Henry  Clay  Warmoth,  nominated  Williamson  for  governor  of  Louisiana. 
Later,  when  the  Democratic,  Reform,  and  Liberal  Republican  tickets  com¬ 
bined  into  a  Fusion  ticket,  Williamson  lost  his  place  on  the  ballot.  But  as  a 
prominent  figure  who  had  helped  Grant's  party  defeat  Warmoth  in  1872, 
Williamson  was  in  line  for  a  political  reward.  His  service  as  U.S.  minister 
resident  in  Central  America  from  May  17,  1873,  until  January  31,  1879, 
revealed  his  views  on  Louisianan  and  U.S.  trade  expansion.  After  his  tour  as 
minister,  he  returned  to  conduct  business  and  practice  law  in  north  Loui¬ 
siana.  In  the  1 880s  he  acted  as  general  counsel  for  the  Texas  and  Pacific 
Railroad.5  The  date  of  his  death  is  unknown. 

Williamson's  support  for  market  expansion  was  energetic  and  inven¬ 
tive.  He  had  the  advantage  of  being  from  the  South,  a  region  that  had 
traditionally  promoted  contact  with  Central  America.  He  saw  the  potential 
value  for  New  Orleans,  Louisiana,  the  South,  and  the  nation  to  invest  in  the 
progress  of  Central  America.  In  Central  America,  he  lobbied  for  improve¬ 
ments  in  communications  networks  (both  internal  and  external),  for  condi¬ 
tions  to  encourage  a  flow  of  mining  and  agricultural  capital  and  skill  from 
the  United  States,  and  for  alterations  of  Central  American  laws  and  regula¬ 
tions  on  colonization,  capital  investment,  and  marketing.  He  also  advo¬ 
cated  improved  postal  links  and  an  expanded  consular  service.  He  was 
convinced  that  U.S.  entrepreneurs  and  the  Central  American  societies 
would  benefit  as  transit  routes  and  laws  regulating  business  and  market 
opportunities  were  molded  to  accommodate  material  progress  in  those 
countries.6 
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The  United  States  had  ample  reason  to  be  interested.  The  depression  of 
1873-1877,  which  had  worldwide  scope  and  was  the  severest  economic 
collapse  the  United  States  had  experienced  in  its  hundred-year  history, 
prompted  various  contemporary  analysts  to  develop  an  overproduction  per¬ 
spective,  which  went  as  follows.  Overproduction  produced  a  market  glut 
and  compelled  layoffs,  which  brought  labor  unrest  and  violence.  The  reso¬ 
lution  to  the  socioeconomic  disorder  appeared  to  he  in  market  expansion, 
but  the  domestic  market  was  saturated  from  overproduction.  If  overseas 
markets  could  absorb  the  surplus  production,  adequate  employment  levels 
and  social  tranquillity  could  be  restored.  Williamson  valued  Central  Amer¬ 
ica  in  two  ways:  directly,  as  a  market  and  a  source  of  cheap  raw  materials 
(which  could  reduce  the  production  costs  and  therefore  expand  the  domes¬ 
tic  market  because  the  lower  prices  would  create  new  customers);  and 
indirectly,  because  it  could  provide  cheap  and  convenient  transit  for  U.S. 
goods  into  other  areas.  He  expected  Central  America  to  contribute  signifi¬ 
cantly  to  relieving  U.S.  overproduction.7 

In  1873  the  Central  America  that  was  projected  as  a  source  of  relief  for  a 
faltering  U.S.  political  economy  was  itself  in  turmoil.  In  the  early  1870s 
Costa  Rica  and  Guatemala  experienced  liberal  revolutions.  In  the  mid- 
1870s,  in  order  to  secure  their  country's  southern  border,  Guatemalan 
liberals  encouraged  successful  liberal  revolutions  in  Honduras  and  El  Sal¬ 
vador.  Only  Nicaragua's  conservative  government  avoided  a  liberal  revolu¬ 
tion  in  the  1870s.8  Williamson  thus  arrived  in  a  Central  America  rocked  by 
the  world  economic  crisis  and  in  the  midst  of  responding  to  major  revolu¬ 
tions  which  transformed  the  ideology,  constitutions,  and  economic  outlook 
of  four  societies.  Central  American  positivists  (followers  of  a  particular 
branch  of  liberalism  associated  with  Auguste  Comte)  acknowledged  the 
need  for  foreign  capital,  immigrants,  and  technology  to  achieve  the  desired 
material  progress  in  their  country. 

Despite  the  political  and  economic  disorder  in  North  and  South  Amer¬ 
ica,  U.S.  trade  with  the  isthmus  increased  rapidly.  Between  1872,  the  year 
prior  to  Williamson's  appointment,  and  1879,  the  year  he  resigned  as  minis¬ 
ter,  U.S.  trade  with  Central  America  increased  50  percent  in  dollars  and  65 
percent  in  terms  of  its  share  of  total  U.S.  trade  (see  Table  3.1). 

Trends  rather  than  yearly  anomalies  best  describe  social  change,  and 
Table  3.1  indicates  that  the  impact  of  the  Williamson  era  upon  Central 
American  long-term  trade  marked  a  trend.  For  the  two  five-year  periods 
before  Williamson  became  minister,  U.S.  imports  from  Central  America 
averaged  $560,000  and  $1,100,000  annually,  which  represented  0.16  and 
0.23  percent  shares  of  total  U.S.  imports  for  those  periods.  In  the  two  five- 
year  periods  after  he  left  office,  these  imports  averaged  $3,700,000  and 
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Table  3.1  U.S.  Imports  from  and  Exports  to  Central  America, 
1848-1908,  in  Five-Year  Averages 


Year 

Total  U.S. 
imports  from 
Cent.  Amer. 

Cent.  Amer. 
as  %  total 

U.S.  imports 

Total  U.S. 
exports  to 
Cent.  Amer. 

Cent.  Amer. 
as  %  total 
U.S.  exports 

1848-52 

121,239 

0.06 

190,583 

0.10 

1853-57 

166,556 

0.05 

280,719 

0.10 

1858-62 

247,332 

0.08 

131,266 

0.04 

1863-67 

558,736 

0.16 

365,954 

0.12 

1868 

1,128,735 

0.30 

244,437 

0.09 

1869 

730,714 

0.17 

455,129 

0.13 

1870 

734,565 

0.16 

232,478 

0.05 

1871 

1,481,016 

0.28 

521,822 

0.12 

1872 

1,590,011 

0.25 

937,025 

0.21 

1873 

1,974,968 

0.31 

961,810 

0.18 

1874 

2,855,093 

0.50 

828,960 

0.14 

1875 

2,435,151 

0.46 

784,232 

0.15 

1876 

1,597,515 

0.35 

929,841 

0.17 

1877 

2,678,672 

0.59 

960,730 

0.16 

1878 

2,968,996 

0.68 

1,254,757 

0.18 

1879 

2,251,589 

0.51 

1,155,776 

0.16 

1880 

3,313,469 

0.50 

1,784,855 

0.21 

1881 

3,159,786 

0.49 

1,625,738 

0.18 

1882 

4,735,398 

0.65 

1,644,013 

0.22 

1883 

5,121,315 

0.71 

2,003,467 

0.24 

1884-88 

6,749,337 

1.02 

3,131,032 

0.44 

1889-93 

8,958,064 

1.10 

5,616,070 

0.64 

1894-98 

9,253,694 

1.29 

6,593,259 

0.70 

1899-1903 

9,771,199 

1.15 

6,004,876 

0.43 

1904-08 

11,941,190 

1.01 

9,379,072 

0.55 

Sources:  U.S.  Bureau  of  Foreign  and  Domestic  Commerce,  Foreign  Commerce  and  Navi¬ 
gation  of  the  United  States  (annual);  U.S.  Bureau  of  the  Census,  Statistical  Abstract  of 
the  United  States  (annual). 


$6,750,000  annually,  and  their  share  of  total  U.S.  imports  rose  to  0.57  and 
1.02  percent.  An  examination  of  U.S. -Central  American  trade  data  shows 
that  U.S.  imports  for  the  decade  after  he  served  rose  over  500  percent  in 
dollar  amount  and  their  share  of  U.S.  total  imports  increased  300  percent  in 
comparison  with  the  decade  before  he  served.  U.S.  exports  to  Central  Amer¬ 
ica  for  the  same  decades  increased  470  percent  in  dollar  value,  and  their 
share  of  total  U.S.  export  trade  increased  120  percent.  Clearly,  Williamson's 
tour  of  duty  served  as  a  pivot  point  for  a  stagnant  U.S.  trade  with  Central 
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America,  which  increased  markedly  in  the  postbellum  years  and  then  ac¬ 
celerated  upward  in  the  1880s  and  1890s. 

It  is  not  easy  to  determine  how  much  of  the  expanding  U.S. -Central 
American  trade  entered  or  left  southern  ports  for  Central  America.  Not 
even  the  role  of  New  Orleans  in  the  exchange  with  Central  America  can  be 
determined  adequately.  Its  fruit  trade  grew  in  the  middle  and  late  1 88os,  and 
by  the  mid- 1890s  New  Orleans  was  the  leading  import  center  for  Latin 
American  fruits.  The  trade  data  does  indicate  that  New  Orleans's  exports 
recovered  strongly  in  the  postbellum  years,  but  it  is  not  known  whether  the 
Central  American  states  played  a  major  role  in  that  revival.9  Still,  the  fact 
that  New  Orleans  shared  in  the  rapid  trade  expansion  of  the  last  quarter  of 
the  nineteenth  century  suggests  that  Central  America  was  not  ignored  in 
the  rush  to  relieve  domestic  social  disorder  through  trade  expansion. 

Secretary  of  State  Hamilton  Fish  outlined  a  set  of  policy  objectives — 
continental  security,  Central  American  union,  increasing  trade,  and  the 
construction  of  a  canal — for  Williamson  to  pursue.  He  wanted  Williamson 
"cautiously  and  discreetly"  to  implement  steps  toward  union,  ostensibly  to 
promote  the  prosperity  and  happiness  of  the  five  states.  But  while  the  U.S. 
government  often  mentioned  Central  American  union,  in  reality  it  contin¬ 
uously  shifted  its  commitment  to  the  idea.  When  the  government  felt 
confident  that  it  could  exercise  hegemony  in  Central  America,  it  actually 
promoted  union  because  it  would  be  easier  to  control  one  state  than  five. 
When  it  suspected  that  some  other  power  might  be  preparing  to  challenge 
its  dominance  in  the  region,  it  cautiously  avoided  insisting  upon  the  ur¬ 
gency  of  union.  Around  1870,  residual  British  power  (especially  in  Costa 
Rica  and  Honduras)  and  a  growing  German  presence  (especially  in  Guate¬ 
mala)  may  perhaps  explain  the  discrepancies  between  Williamson's  in¬ 
structions  to  work  for  union  and  the  low  priority  that  Williamson  and  the 
State  Department  actually  assigned  to  that  task.  Despite  the  rising  tension 
from  liberal  revolutions  and  metropole  competition,  Fish  contended  that 
increasing  U.S.  trade  with  the  Central  American  states  would  facilitate 
peace  and  prosperity  in  the  region  and  also  benefit  U.S.  manufacturing  and 
commercial  interests.  He  considered  political  stability  and  economic  prog¬ 
ress  interdependent.10 

In  late  1873  Williamson  offered  some  preliminary  thoughts  about  why 
U.S. -Central  American  trade  was  conducted  in  only  a  modest  volume. 
He  noted  that  an  unreasonable  anti-Spanish  prejudice  common  to  North 
Americans  produced  a  reciprocal  hostility  that  hindered  the  growth  of 
business  relations.  He  added  that  freight  and  insurance  rates  were  higher  to 
the  United  States  than  to  Europe  and  that  European  merchants  offered 
longer-term  credit  and  lower  interest  rates  than  U.S.  merchants.  The  com- 
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monly  used  trade  route  led  from  Central  America's  Pacific  ports  to  Europe. 
Trade  to  and  from  the  United  States  was  transshipped  in  European  ports, 
which  added  appreciably  to  the  freight  charges.  Williamson  believed  that  as 
long  as  Central  American  trade  used  the  Pacific  outlet,  Europe  would  com¬ 
pete  successfully  with  the  United  States.  To  undermine  Europe's  preemi¬ 
nence,  he  encouraged  new  internal  communications  lines  to  redirect  Cen¬ 
tral  American  trade  to  the  Caribbean  and  then  to  U.S.  Gulf  coast  ports, 
particularly  New  Orleans.  The  U.S.  consul  at  Belize  seconded  Williamson's 
judgment.11  They  believed  that  advantageous  European  maritime  services 
and  poor  communication  links  to  the  United  States  underlay  the  low  level 
of  commercial  activity. 

Williamson  believed  that  the  United  States  and  the  Central  American 
republics  had  to  revise  tariffs,  negotiate  new  trade  treaties,  and  facilitate 
improved  communications  if  they  hoped  to  encourage  increased  commer¬ 
cial  interchange.  He  argued  that  if  the  United  States  were  to  obtain  "its 
proportionate  share  of  the  trade  of  Central  America,"  it  would  be  neces¬ 
sary  to  promote  communications  development  in  those  countries  which 
brought  their  trade  to  the  Caribbean  coast.  He  secured  Guatemala's  permis¬ 
sion  to  explore  three  reputedly  navigable  rivers  that  emptied  into  the  Gulf 
of  Mexico.  He  requested  the  Grant  administration  to  select  an  exploration 
party  to  tie  these  "very  valuable  commercial  outlets  for  the  trade  and 
products  of  Guatemala  ...  [to  U.S.]  cities  on  the  Gulf  coast."  He  was  pleased 
when  Guatemalan  President  fusto  Rufino  Barrios  announced  plans  for  a 
road  from  the  capital  to  Izabal  on  the  Gulf  of  Mexico.  If  this  road  were 
properly  completed,  Williamson  said,  one  could  expect  that  "a  large  portion 
of  the  trade  of  Guatemala,  some  from  El  Salvador,  and  a  great  deal  from  the 
Departments  of  Gracias  and  Santa  Barbara  in  Honduras,  will  seek  markets 
in  the  United  States  instead  of,  as  now,  in  Europe."12 

The  persistent  spoiler  for  Guatemalan  efforts  to  fulfill  Atlantic  coast 
communications  projects  was  insufficient  capital  resources.  Williamson 
recommended  establishing  a  U.S.  consulate  at  Coban,  a  small  town  along 
the  projected  railroad  route.  He  assumed  that  a  consular  presence  there 
might  attract  more  economic  activity  to  the  route  and  thus  make  the 
project  more  attractive  to  capitalists.  In  fact,  an  Atlantic  coast  railroad 
concession  was  granted  in  the  1870s,  but,  largely  for  lack  of  capital,  it  was 
not  completed  until  the  first  decade  of  the  twentieth  century.13  In  order 
to  increase  commercial  activity  throughout  the  region,  Williamson  also 
sought  to  establish  regular  steamship  service  between  Central  America  and 
New  Orleans  and  the  Gulf  ports. 

Williamson  recognized  that  more  than  trade  treaties  and  communica¬ 
tions  were  necessary  to  facilitate  trade.  To  this  end,  he  recommended  steps 
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to  create  greater  efficiency  and  economy  in  the  consular  service  in  Central 
America.  He  thought  that  creating  a  consul  general  to  supervise  the  gather¬ 
ing  of  Central  American  commercial  information  would  be  a  good  start.  He 
advised  granting  consuls  small  salaries,  denying  them  the  right  to  trade,  but 
permitting  them  to  serve  as  agents  for  U.S.  commercial,  manufacturing,  or 
insurance  firms.  Agency  income  would  supplement  their  salaries  "and  at 
the  same  time  would  stimulate  them  to  take  a  larger  interest  in  promoting 
trade  with  our  country.  Such  a  system  would  make  private  interest  and 
official  duty  cooperate  for  the  same  end."  If  the  administration  appoints 
consuls  "who  take  an  interest  in  the  subject  of  extending  our  commerce 
with  these  states,"  he  wrote  to  Fish,  "there  will  be  a  marked  increase  in  the 
volume  of  trade  with  our  country."14 

In  proposing  this  large  role  for  U.S.  officials,  Williamson  was  offering 
an  alternative  to  the  policy  that  Secretary  of  State  William  Henry  Seward 
had  announced  in  the  1860s.  Seward  had  ordered  U.S.  diplomats  and  naval 
commanders  to  protect  U.S.  citizens  only  at  the  coast,  not  inland.  Seward 
extended  extraordinary  protection  only  to  transient  U.S.  citizens,  arguing 
that  U.S.  citizens  who  chose  to  reside  in  foreign  countries  should  expect  to 
live  under  the  conditions  they  had  chosen.  Williamson  proposed  redefining 
the  consular  function,  "so  that  instead  of  consuls  being  appointed  to  protect 
our  commerce  and  navigation,  they  should  rather  be  appointed  to  promote 
those  great  interests."15  As  U.S.  officials  came  to  perceive  U.S.  commercial 
expansion  as  vital  to  domestic  well-being  and  tranquillity,  they  altered 
their  view  of  the  purpose  of  U.S.  consular  and  diplomatic  service.  William¬ 
son  was  a  leader  in  changing  the  purpose  from  passive  protection  to  active, 
aggressive  promotion.  The  State  Department,  commercial  interests,  and 
analysts  of  the  U.S.  political  economy  came  to  agree  that  active  promotion 
was  necessary  for  the  desired  expansion  of  U.S.  commerce. 

Williamson  discovered  that  it  was  not  easy  to  find  competent  Ameri¬ 
cans  willing  to  serve  as  consuls.  He  protested  that  "too  many  consulates 
and  agencies  were  held  by  foreigners,"  whose  national  sympathies  had  to  be 
overcome  before  they  could  promote  U.S.  trade.  The  State  Department 
accepted  Williamson's  contention  that  U.S.  commercial  interests  would 
best  be  served  when  competent  North  American  citizens  served  as  consular 
agents,  but  this  idea  was  not  easy  to  implement.  For  example,  William¬ 
son  requested  the  removal  of  the  U.S.  consul  in  Guatemala  City,  Henry 
Houben,  a  good  man  but  a  German  citizen  who  merely  had  declared  his 
intention  of  becoming  an  American  and  whose  sympathies  and  friendships, 
according  to  Williamson,  inclined  him  "to  favor  the  large  German  interests 
in  Guatemala."  Houben  protested,  claiming  that  Williamson's  Louisiana 
roots  and  southern  sympathies  were  behind  the  request.  He  argued  that 
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because  he  had  been  a  Union  sympathizer,  Williamson  wanted  to  replace 
him  with  a  former  Confederate  army  comrade.  He  also  maintained  that  his 
refusal  to  change  a  report  and  declare  New  Orleans  a  prime  market  for 
Guatemalan  coffee  and  sugar  had  displeased  Williamson;  in  his  view,  New 
Orleans  might  become  a  market  for  Guatemalan  products  only  if  a  regular 
steamship  service  were  available.  Finally,  the  State  Department  agreed  to 
Houben's  removal.16  Thus  a  foreign-born  U.S.  consul  who  discounted  the 
value  of  New  Orleans  for  Central  American  trade  was  replaced  with  a 
southem-born  consul,  John  Graham,  who  saw  possibilities  for  New  Orleans 
trade  with  Central  America. 

The  U.S.  government  did  not  prize  the  Central  American  region  pri¬ 
marily  for  its  trade,  or  even  for  its  investment  opportunities,  however.  It 
considered  the  isthmus  the  key  to  binding  the  Atlantic  and  Pacific  half¬ 
worlds  into  a  single  large  unit  for  economic  activity.  Both  the  Grant  and 
Rutherford  B.  Hayes  administrations  considered  the  isthmian  canal  an 
“American  project"  of  vital  importance.  The  Hayes  administration,  for 
example,  became  upset  in  the  late  1870s  when  a  "foreign  nation"  (repre¬ 
sented  in  the  person  of  French  engineer  Ferdinand  de  Lesseps)  sought  to 
build  the  waterway,  although  Williamson  had  assured  Grant  and  Hayes  that 
no  European  power  was  actively  pursuing  a  canal  project.17 

Williamson  encouraged  the  hopes  of  Central  American  states — espe¬ 
cially  Nicaragua — for  construction  of  a  canal  in  the  near  future.  During  his 
ministerial  reception  in  Nicaragua  in  1873,  he  proclaimed  a  canal  through 
Nicaragua  the  only  practical  route,  one  which  the  commercial  world  would 
soon  consider  indispensable.  But  in  1878,  after  Williamson  explored  the 
idea  in  several  talks  with  leaders  in  Nicaragua  and  Costa  Rica,  the  State 
Department  rejected  his  request  to  pursue  negotiations  for  a  canal.  Assis¬ 
tant  Secretary  of  State  Frederick  W.  Seward  remarked  that  "the  United 
States  has  much  less  direct  interest  in  transit  by  that  route  than  it  had 
before  the  Panama  and  Union  Pacific  railways  went  into  operation  (in  1855 
and  1869)."  Nicaraguans  were  deluded,  Williamson  feared,  in  believing  that 
the  canal  was  indispensable  for  the  United  States;  hence  they  drove  too 
hard  a  bargain.18  The  world  economic  crisis  of  the  1870s  and  the  initiation 
of  de  Lesseps's  Panama  canal  project  in  the  late  1870s  made  a  Nicaraguan 
canal  unlikely  in  the  1870s  or  1880s.  But  the  feeble  U.S.  private  and  public 
interest  in  a  Nicaraguan  canal  emphatically  did  not  mean  that  the  U.S. 
government  felt  that  European  interests  were  free  to  undertake  the  project. 

While  the  U.S.  government  perceived  dangers  if  European  powers  con¬ 
trolled  the  Nicaraguan  transit,  it  was  willing  to  cooperate  with  European 
governments  in  other  matters  in  Central  America.  In  an  effort  to  promote 
U.S.  commercial  opportunity,  Williamson  joined  a  German  protest  against 
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the  Nicaraguan  government.  In  1877,  German  Minister  Werner  von  Bergen 
drew  Williamson  into  a  dispute  between  the  Nicaraguan  government  and 
two  German  businessmen  and  consuls,  Paul  and  Christian  Moritz  Eisen- 
stiick,  regarding  family  matters  which  were  elevated  into  a  series  of  inci¬ 
dents  involving  gunshots  and  physical  assaults  on  the  streets  of  a  Nic¬ 
araguan  town.  Initially,  Williamson  received  State  Department  approval  to 
offer  strong  support  for  the  German  position.  German  pressure  on  Nic¬ 
aragua  mounted.  About  mid-1878,  six  war  vessels  and  the  threat  of  a  Ger¬ 
man  landing  force  sharpened  the  German  ultimatum  for  an  admission  of 
responsibility,  a  salute  to  the  German  flag,  and  an  indemnity.  In  face  of 
superior  force,  the  Nicaraguan  government  admitted  the  injustice  of  the 
attacks  upon  the  Eisenstucks  and  the  delay  in  settling  the  matter.  It  agreed 
to  pay  a  sizable  indemnity  and  to  salute  the  German  flag.19 

The  German  capacity  to  marshal  such  an  impressive  naval  force 
prompted  Williamson  to  reconsider  his  support  for  the  Germans.  While  he 
still  hoped  the  Eisenstiick  incident  would  teach  Nicaragua  to  abate  its 
mistreatment  of  foreigners,  he  suspected  that  his  participation  had  been 
detrimental  to  long-term  U.S.  interests.  He  considered  German  commer¬ 
cial  penetration  of  Central  America  the  major  roadblock  to  an  increase  in 
the  U.S.  commercial  role  in  that  region.  He  interpreted  the  six  war  vessels 
off  Nicaragua's  coast  as  an  indication  that  the  German  government  was 
"exhibiting  an  injudicious  zeal  or  that  the  question  has  assumed  an  entirely 
new  phase."  Reflecting  upon  his  role  in  the  Eisenstiick  affair,  he  recom¬ 
mended  that  U.S.  diplomats  in  Latin  America  should  not  exercise  good 
offices  on  behalf  of  European  powers  because  U.S.  cooperation  with  Old 
World  states  "tended  to  create  the  belief  .  .  .  that  we  have  abandoned 
the  Monroe  Doctrine,"  and  thus  generally  weakened  the  U.S.  position  in 
Latin  America.  The  Nicaraguan  government  circularized  all  Latin  Ameri¬ 
can  states  with  a  note  which  argued  that  U.S.  support  for  Germany  was 
contrary  to  the  spirit  and  letter  of  the  Monroe  Doctrine.20  Williamson 
acknowledged  that  the  United  States  needed  to  restore  its  prestige  if  it 
hoped  to  create  opportunities  for  its  citizens  in  Central  America. 

Williamson  was  handicapped  not  only  by  his  role  in  the  Eisenstiick 
affair  but  by  his  cultural  and  racial  biases.  He  remarked  derogatorily  that 
although  Central  American  governments  might  quarrel  among  themselves, 
they  cooperated  to  resist  foreign  governments  no  matter  how  unjust  the 
cause.  He  warned:  "Although  promises  of  doing  much  are  freely  and  almost 
recklessly  made  .  .  .  the  habits  of  a  people  who  do  not  work  for  results,  and 
who  have  a  certain  mawkish  pride  ...  do  not  inspire  much  confidence  that 
these  countries  will  be  well  represented."  Williamson  considered  Central 
Americans  shrewd  but  unreliable  and  lazy,  and  he  referred  to  Nicaragua's 
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foreign  minister  as  a  "mendacious  negro  statesman."21  These  prejudices 
made  negotiations  with  Central  American  leaders  difficult  and  often  fruit¬ 
less. 

Williamson's  position  was  in  fact  typical.  The  biases  of  all  the  "supe¬ 
rior"  industrial  civilizations  competing  for  advantage  in  the  region  threat¬ 
ened  the  dignity  and  sovereignty  of  the  Central  American  societies.  In  the 
mid- 1 870s  the  Guatemalan  government  denounced  almost  all  of  its  exist¬ 
ing  treaties  as  unfair  and  announced  that  in  all  future  treaties  "the  equality 
of  Guatemala  in  all  respects  should  be  recognized."  The  Guatemalan  for¬ 
eign  minister  said  he  was  "scandalized"  by  the  ease  with  which  powerful 
nations  resolved  misunderstandings  with  naval  squadrons,  a  step  that  weak 
nations  could  not  take.  Williamson  informed  him  that  "so  long  as  Guate¬ 
mala  kept  herself  in  the  right  in  her  dealings  with  other  nations,  she  had  a 
protection  as  efficacious  as  she  need  desire  against  unprovoked  acts  of 
violence  on  the  part  of  more  powerful  nations — that  of  public  opinion  of  the 
civilized  world."  But  the  minister  answered  that  he  had  "small  faith  in  such 
a  protector."22  Guatemala's  efforts  to  gain  respect  for  its  sovereignty  im¬ 
plied  that  it  would  offer  only  grudging  and  limited  cooperation  with  any 
U.S.  plans  for  commercial  penetration  of  the  country. 

The  opinion  that  the  United  States  had  to  promote  trade  to  alleviate 
domestic  surpluses  lent  an  urgency  to  its  expansionist  efforts  that  made  it 
difficult  to  deal  with  another  country's  sovereignty.  An  example  involving 
Williamson  may  be  instructive.  In  Guatemala  in  1874,  a  U.S.  merchant, 
A.  Zadiks,  was  charged  with  smuggling  alcohol,  a  state  monopoly,  but  he 
proclaimed  his  innocence  and  protested  the  confiscation  of  the  smuggled 
goods.  Williamson  told  Guatemalan  officials  that  he  did  not  intend  to 
interfere  in  Zadiks's  claim  against  their  government  while  the  matter  rested 
with  Guatemalan  courts.  But  he  warned  them  that  if  the  courts  decided 
against  Zadiks  "without  sufficient  evidence  and  apparently  under  orders  of 
the  Government  ...  I  should  consider  it  my  duty  to  report  the  case  [to  the 
State  Department] ...  for  instruction."  Personally,  Williamson  believed  that 
the  Jews  were  out  of  favor  for  not  intermarrying  with  Guatemalans,  for 
underselling  competitors,  and  for  introducing  only  American  manufac¬ 
tures.  He  suspected  that  the  key  issue  for  Guatemalans  was  that  Zadiks  and 
his  family,  naturalized  American  Jews  and  merchants  (who  "like  most  of 
their  race  are  shrewd  and  enterprising")  did  business  only  with  San  Fran¬ 
cisco.23  He  never  claimed  Zadiks  was  innocent,  but  he  threatened  to  chal¬ 
lenge  Guatemalan  sovereignty  because  he  wanted  to  establish  special  pro¬ 
tection  for  U.S.  merchants,  especially  those  like  Zadiks,  who  conducted 
business  chiefly  with  U.S.  products  and  U.S.  ports  and  thus  facilitated  the 
export  of  U.S.  overproduction. 
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Looking  for  foreign  trade  to  lift  U.S.  society  out  of  an  economic  quag¬ 
mire,  the  State  Department  issued  a  circular  dated  July  13,  1877,  which 
observed  that  "it  would  be  wise  for  all  the  nations  ...  to  consider  more 
carefully  than  heretofore  how  they  may  best  enlarge  their  trade  with  each 
other."  The  circular  continued:  "A  favorable  opportunity  for  the  develop¬ 
ment  of  such  trade  would  seem  to  be  now  offered  by  the  prevailing  stagna¬ 
tion  of  business  and  depression  of  prices.  It  is  desirable  .  .  .  that  [the  United 
States]  should  find  markets  for  the  export  of  their  products  and  manufac¬ 
tures;  and  ...  it  is  advantageous  to  the  people  of  those  countries  that  they 
should  be  able  to  purchase  at  the  present  decreased  valuation."  The  circular 
argued  that  "apart  from  questions  of  merely  commercial  or  pecuniary  ad¬ 
vantage,  the  development  of  such  trade  would  have  also  a  beneficial  influ¬ 
ence  upon  the  political  condition  of  the  republics  of  this  continent.  It  is  for 
the  interest  of  both  North  and  South  America  that  all  those  republican 
governments  should  have  stability,  peace,  law,  and  order."  It  admitted  that 
whereas  trade  promotion  could  not  be  expected  to  be  easily  and  rapidly 
accomplished,  it  was  "the  purpose  of  the  Department  that  it  should  be 
continuous."24  By  1877  the  State  Department  had  adopted  a  position  Wil¬ 
liamson  had  advocated  in  1 87  3,  in  the  early  stages  of  the  depression:  dispos¬ 
ing  of  U.S.  overproduction  in  Central  and  South  America  would  promote 
political  stability  in  both  regions. 

The  State  Department  apparently  told  Williamson  as  early  as  1 874  that 
gathering  commercial  information  might  shed  light  on  why  the  United 
States  did  not  receive  a  fair  share  of  Latin  American  trade.  In  response, 
Williamson  wrote  to  Secretary  Fish  that  neither  the  Central  American 
governments  nor  their  learned  and  scientific  societies  published  statistical 
tables,  which  he  believed  would  reveal  "how  unjustly  [the  Central  Ameri¬ 
can  states]  discriminate  against  the  commerce  of  the  United  States."  He 
said  that  in  addition  to  statistical  data,  the  United  States  needed  a  better 
knowledge  of  Central  American  tariff  laws  in  order  to  negotiate  future 
commercial  treaties.25 

To  fill  the  gap  in  commercial  information  about  Central  America, 
Williamson  responded  to  the  circular  of  July  13,  1877,  with  a  detailed, 
analytical  report  buttressed  by  a  wealth  of  empirical  data.  The  data  revealed 
that  the  United  States  sold  small  amounts  of  its  domestic  production  to 
Central  America  but  imported  large  quantities  of  that  region's  production. 
Williamson  recalled  "the  old  rule  ...  in  political  as  well  as  private  economy, 
that  he  who  sells  more  of  his  produce  to  his  neighbors  than  he  buys  of  theirs 
makes  more  profit  out  of  them  than  they  out  of  him."  He  concluded  that 
"the  states  south  of  us  are  deriving  a  much  larger  profit  from  the  United 
States  than  the  United  States  are  deriving  from  them."  Williamson's  er- 
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roneous  conclusion  ignored  many  key  commercial  factors:  the  control  of 
pricing  and  the  currency  exchange  rate;  the  financial,  marketing,  shipping, 
and  insurance  mechanisms  that  distributed  the  profit  from  the  exchanges; 
the  ownership  of  the  firms  in  Latin  America  that  imported  the  U.S.  prod¬ 
ucts;  and  the  comparative  qualities  of  U.S.  and  European  products.  The 
United  States,  Williamson  believed,  with  "superior  civilization  and  more 
persistent  energy  ought  to  become  the  manufacturers  for  the  peoples  south 
of  us."26  He  expected  that  intelligent,  informed  policies  would  create  an 
isthmian  market  to  absorb  a  larger  volume  of  U.S.  goods. 

Williamson  recognized,  however,  that  it  could  be  difficult  to  persuade 
U.S.  manufacturers,  who  had  a  tariff-protected,  growing,  and  profitable 
domestic  market,  to  study  the  tastes  and  habits  of  Central  American  buy¬ 
ers.  Overlooking  his  pronounced  prejudices,  he  warned  that  looking  down 
upon  Central  America  as  backward  was  a  business  error.  "Socially  and 
politically  these  populations  may  be  nearly  stagnant,"  he  conceded,  "but 
their  increased  volume  of  foreign  commerce  indicates  that  agriculturally 
and  commercially  they  are  moving  onward."  U.S.  trade  with  Central  Amer¬ 
ica  had  grown  fourfold  between  1864  and  1874  "without  apparently  an 
effort  upon  the  part  of  our  countrymen,  and  in  the  face  of  some  disadvan¬ 
tages."  Williamson  assigned  the  temporary  decline  after  1874  largely  "to 
the  enterprise  of  German  and  French  merchants  and  manufacturers,  and  to 
the  lack  of  interest"  by  U.S.  traders.27  He  recognized  that  in  order  to 
increase  trade  and  alleviate  domestic  overproduction,  U.S.  trade  practices 
and  policy  with  Central  America  had  to  undergo  significant  alterations. 

Williamson  recognized  that  efforts  to  increase  the  U.S.  commercial 
role  in  Central  America  would  encounter  resistance  from  European  metro- 
pole  powers  (states  that  controlled  the  production,  distribution,  and  con¬ 
sumption  of  an  extensive  array  of  industrial  products  and  had  the  capital 
accumulation  needed  to  sustain  continued  industrial  growth).  U.S.  com¬ 
merce  in  Central  America  faced  stiff  competition  from  British  and  German 
business  interests.  In  1873,  Consul  Houben  noted  that  Britain  enjoyed  the 
largest  share  of  Guatemalan  trade,  with  Germany  in  second  place.  A  year 
later,  John  Graham,  Houben's  successor,  noted  that  "unfortunately  for  our 
commerce  most  of  the  mercantile  business  of  this  country  [is]  transacted  by 
Germans."  Williamson  asserted:  "The  Germans  and  not  the  British  are  our 
real  competition  for  the  trade  of  the  whole  of  Spanish  America."  While 
Britain  retained  a  modest  statistical  lead  in  trade  volume  over  the  Germans, 
German  merchants  were  the  most  active,  prosperous,  and  numerous  trad¬ 
ers.  The  dynamic  German  commerce  and  the  established  British  economic 
power  represented  the  chief  competition  for  U.S.  objectives  in  Central 
America.28 
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After  years  of  trying  to  improve  communications  links  between  New 
Orleans  and  Central  America  and  to  promote  his  native  state  of  Louisiana, 
in  March  of  1877  Williamson  reluctantly  confessed  that  "under  existing 
conditions  San  Francisco  enjoys  advantages  over  any  other  city  of  the 
United  States  as  a  base  from  which  trade  relations  with  these  States  may  be 
promoted."  He  conceded  that  Central  America's  population,  its  best  har¬ 
bors  and  ports,  and  its  better  inland  communications  were  located  on  the 
Pacific  coast.  The  Atlantic  side  lacked  agricultural  development,  popula¬ 
tion,  ports,  and  inland  communications.29 

Although  he  conceded  the  advantages  of  San  Francisco  in  trading  with 
Central  America,  Williamson  did  not  want  to  accept  that  condition  as 
permanent.  In  the  late  1870s  he  cooperated  with  several  immigration  proj¬ 
ects  that  would  have  alleviated  Louisiana's  unemployment  problem  and 
built  support  for  developing  Guatemala's  Atlantic  coast.  In  the  1870s  the 
Mutual  Aid  Benevolent  Association  of  New  Orleans  inquired  through  Wil¬ 
liamson  about  inducements  that  Guatemala  offered  to  immigrants  in  land 
grants,  reduced  liability  for  tax  and  military  service,  or  the  option  of  intro¬ 
ducing  articles  duty  free  for  personal  use.  The  Guatemalan  government 
offered  liberal  concessions.  Yet  even  in  the  area  of  colonization,  California 
had  advantages  over  Louisiana.  The  Sociedad  de  Inmigracion,  a  liberal  de- 
velopmentalist  group,  only  appointed  immigration  agents  in  California.30 
While  Williamson  aided  several  groups  of  emigrants  from  his  native  Loui¬ 
siana,  a  successful  colonization  project — one  that  would  export  some  of  the 
unemployed  and  thus  reduce  domestic  tensions  during  the  depression — 
escaped  him. 

Unable  to  establish  a  regular  U.S. -Central  American  steamship  ser¬ 
vice  or  a  flow  of  Louisianans  to  Central  America,  and  stymied  in  his  efforts 
to  persuade  Guatemalan  officials  and  U.S.  capitalists  to  undertake  an  At¬ 
lantic  coast  railroad  to  facilitate  trade  with  New  Orleans,  Williamson  be¬ 
came  disheartened.  He  looked  to  advance  his  personal  fortune.  In  October 
1878  he  proposed  moving  the  U.S.  legation  to  Amapala,  Honduras,  where 
he  had  just  entered  a  mining  business.  When  the  State  Department  refused, 
Williamson  resigned  effective  February  1,  1879.  He  cited  two  grounds:  first, 
the  State  Department's  projects  to  protect  people  and  property  and  to  pro¬ 
mote  more  beneficial  commercial  relations  had  not  been  effective;  and 
second,  the  Department  had  not  adequately  responded  to  Nicaragua's  com¬ 
plaint  about  his  conduct  during  the  Eisenstiick  affair.  Secretary  of  State 
William  Evarts  believed  that  Williamson  expected  the  United  States  to 
break  relations  with  Nicaragua  over  what  Williamson  considered  discour¬ 
teous  treatment.  The  British  minister  suspected  that  U.S.  relations  with 
Central  America  might  improve  with  Williamson's  resignation  because  he 
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"certainly  has  not  succeeded  in  gaining  the  confidence  of  any  one  of  the 
Governments."31  Disappointed  with  his  modest  success  in  building  trade 
with  New  Orleans  and  Louisiana,  dissatisfied  with  the  business  venture, 
Williamson  returned  to  Louisiana  shortly  after  resigning. 

During  the  period  of  Williamson's  government  service,  the  United 
States  began  to  exhibit  the  salient  features  of  an  economy  in  transition  from 
semi-peripheral  to  metropole  status.  The  most  vital  sign  of  this  transition 
was  the  development  of  recurring  crises  (overproduction)  and  persistent 
conditions  in  the  socioeconomic  order  (unemployment)  for  which  the  elite 
could  not  (or  would  not)  find  solutions  within  the  confines  of  the  national 
political  economy.  Thus,  policies  of  social  imperialism  were  pursued.  Exter¬ 
nal  areas  became  necessary  not  just  for  generating  profit  but  for  absorbing 
some  of  the  shock  from  a  variety  of  internal  disorders — surplus  labor  and 
production,  strikes  and  violence,  rising  crime  and  corruption,  and  social 
instability.  When  Louisiana  and  the  whole  nation  experienced  economic 
collapse  in  the  1870s,  Williamson  believed  that  trade  had  to  expand  into  the 
nearby  Caribbean  because  the  internal  economy  was  plagued  with  over¬ 
production  and  consequent  stagnation,  unemployment,  and  capital  losses. 
Perhaps  the  key  element  in  all  his  efforts  was  his  conviction  that  U.S. 
foreign  economic  relations  required  active  promotion,  not  merely  protec¬ 
tion. 

While  Williamson  was  by  no  means  the  initiator  of  a  new  trade  pro¬ 
gram  with  Central  America,  his  work  was  important.  His  constant  contact 
with  both  the  State  Department  and  Guatemalan  officials  about  increasing 
the  U.S.  participation  in  Guatemalan  affairs  reinforced  existing  supporters 
of  a  liberal,  developmentalist  approach  to  bringing  Guatemala  into  the 
modern  age.  He  emphasized  commercial  relations  with  Guatemala  because 
its  population  and  its  wealth  were  large  in  comparison  with  the  other 
Central  American  states.  The  logic  of  his  analysis  and  his  home  state 
sentiments  led  him  to  make  repeated  calls  for  the  development  of  internal 
Guatemalan  and  external  U.S. -Central  American  communications.  He 
also  recognized  the  value  of  a  canal  for  U.S.  producers  to  dispose  of  their 
overproduction  in  the  Pacific  basin,  but  since  the  State  Department  kept 
canal  negotiations  in  Washington,  he  played  a  small  role  in  that  matter. 
Initially,  he  supported  the  Germans  in  the  Eisenstiick  affair,  but  later  he 
admitted  that  his  support  was  unwise  because  rising  German  competition 
for  Central  American  opportunities  jeopardized  U.S.  ability  to  reduce  its 
"overproduction"  problem  in  that  region.  He  and  his  consuls  offered  a  quick 
and  reliable  service  to  those  businessmen  who  wrote  inquiring  about  trade, 
investment,  or  agricultural  opportunities  in  Central  America.  He  educated 
or  at  least  supplied  the  possibility  for  many  to  learn  about  opportunities  to 
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undertake  roads,  ports,  steamship  lines,  mining  and  agricultural  invest¬ 
ment,  and  migration. 

Although  he  was  frustrated  in  his  efforts  to  alleviate  U.S.  domestic 
problems  by  expanding  the  U.S.  role  in  the  trade,  immigration,  and  invest¬ 
ment  in  Central  America,  U.S. -Guatemalan  relations  did  in  fact  develop  in 
the  directions  he  had  outlined  in  1873  and  within  twenty  years  after  his 
tenure  as  minister,  many  of  the  projects  he  advocated  were  in  progress.  The 
average  annual  U.S. -Central  American  trade  during  the  decade  after  he  left 
office  was  about  six  times  the  average  annual  trade  with  Central  America 
for  the  decade  before  he  served  as  minister.  From  1875  until  1909,  U.S. 
capital  built  most  Central  American  railroads,  including  one  to  Guate¬ 
mala's  Atlantic  coast.  U.S.  and  German  capital  helped  to  develop  the  Atlan¬ 
tic  coast's  agricultural  and  mining  possibilities.  Around  1900,  regular  ship¬ 
ping  lines  linked  Guatemala  and  the  other  Central  American  countries  to 
New  Orleans  and  other  Gulf  ports.  These  developments,  however,  did  not 
resolve  the  U.S.  overproduction  problem,  nor  did  they  usher  in  the  era  of 
economic  prosperity  that  Williamson — and  many  of  his  contemporaries — 
had  envisioned.  And  yet  his  pursuit  of  a  larger  U.S.  role  often  acted  to 
curtail  Central  American  sovereignty  and  intensify  distrust  and  conflict 
between  North  and  Central  Americans. 


4 


The  Eisenstiick  Affair:  German  and 

U.S.  Rivalry  in  Central  America,  1877-1890 


The  late  1870s  conflict  between  the  Nicaraguan  government  and  the  Ger¬ 
man  merchant-consuls  Paul  and  Christian  Moritz  Eisenstiick  sheds  light 
on  the  limits  of  cooperation  in  Central  America  between  Germany  and  the 
United  States.  Initially,  the  two  states  cooperated  because  they  wanted 
security  for  their  entrepreneurs  and  personnel  in  Middle  America.  Both 
governments  agreed  that  foreign  businessmen  should  have  unhampered 
access  to  the  development  of  Middle  America's  commerce,  mining,  and 
agriculture.  Cooperation  was  limited,  however,  because  each  nation  de¬ 
fined  its  well-being  and  survival  as  dependent  upon  its  capacity  to  expand 
externally.  In  Nicaragua  during  the  late  1870s,  the  cooperation  ended  when 
the  United  States  suspected  that  Germany  might  obtain  competitive  ad¬ 
vantages  from  further  cooperation.1 

Germany's  status  in  the  mid-nineteenth  century  derived  from  unifica¬ 
tion,  industrialization,  and  the  expansion  of  its  ties  to  the  world  economy. 
A  united  Germany,  expanding  the  benefits  of  the  Zollveiein  (a  customs 
union  that  combined  many  Germanic  states  economically  under  Prussian 
leadership),  was  expected  to  facilitate  the  economic  growth  that  would 
satisfy  the  demands  of  state  and  society.2  Merchants,  manufacturers,  and 
exporters  from  the  Hansa,  the  Rhine,  and  the  Ruhr  areas  had  long  pushed 
for  external  "advances,"  and  after  unification  in  1871,  elements  of  the 
traditional  ruling  class — landed  aristocrats,  the  military,  and  the  high  bu¬ 
reaucracy — came  to  believe  that  external  expansion  could  ameliorate  many 
of  the  problems  that  were  causing  turmoil  in  its  industrializing  economy: 
the  breakdown  of  guilds,  the  migration  from  rural  to  urban  areas,  the 
chronic  high  unemployment,  the  growth  of  socialist  labor  groups,  and 
rising  crime  rates.  External  expansion  through  social  imperialism  could 
serve  objectives  that  conservatives  would  welcome.  It  generated  support  to 
pay  for  the  army  (and  later  the  navy),  to  satisfy  merchant  and  liberal  groups, 
and  to  reduce  the  threat  of  a  liberalization  of  German  politics.  The  expand¬ 
ing  German  economy  required  more  raw  materials,  more  external  markets 
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for  producers  who  could  find  no  profitable  disposition  of  "overproduction" 
within  the  empire,  more  investment  opportunities  for  excess  capital,  and 
exotic  products  to  fill  the  expectations  of  a  growing  bourgeoisie.3  Germany, 
like  most  industrial  states  confronting  internal  economic  crises  related  to 
unstable  distribution  situations,  believed  that  expanding  the  market  area 
would  promote  recovery  and  growth. 

Since  approximately  i860,  German  naval  and  economic  activity  had 
indicated  a  long-term  interest  in  Central  America.  German  entrepreneurs 
invested  large  sums  of  capital,  created  regular  freight  and  mail  lines,  and 
established  lucrative  merchant  houses  in  Central  America.  The  region 
presented  German  businessmen  with  opportunities  in  mining,  commerce, 
plantation  systems,  raw  material  extraction,  land  speculation,  and  coloni¬ 
zation  sites.  German  merchants  expected  important  trading  opportunities; 
and  since  a  protected  access  to  the  Pacific  basin  would  require  a  naval 
presence,  by  the  late  18 60s  the  Prussians  were  searching  for  naval  stations 
in  Asia  and  the  New  World.  Some  German  businessmen  and  politicians  also 
assumed  that  the  Caribbean-Central  American  region  would  absorb  part  of 
the  frustrated  and  underemployed  segments  of  the  German  population, 
while  at  the  same  time  building  market  areas  and  fostering  German  cul¬ 
tural  and  political  influence  in  a  key  strategic  area.4 

German  aggressiveness  disturbed  U.S.  officials  sensitive  to  foreign 
power  near  the  projected  canal  routes.  Germany  acted  to  enter  the  Carib¬ 
bean-isthmian  area,  even  though  German  Chancellor  Bismarck  was  advised 
that  President  Grant  would  be  more  inclined  "to  direct  his  view  to  Central 
America  and  Mexico  than  towards  Europe."  Despite  the  warning,  the  Ger¬ 
man  government  had  long  recognized  Middle  America  as  the  area  for  an 
inexpensive,  efficient  communications  link  to  tie  the  developed  North 
Atlantic  region  to  the  raw  materials,  luxury  goods,  and  labor  of  the  Pacific 
and  Indian  Oceans.  Nicaragua,  Panama,  and  Tehuantepec  were  the  most 
promising  interoceanic  transit  sites.  While  the  United  States  could  cooper¬ 
ate  with  other  metropole  states  to  establish  the  conditions  under  which 
foreigners  could  conduct  business  abroad,  it  was  unwilling  to  share  access 
to  the  chief  isthmian  transit  sites  with  Old  World  powers.5 

In  a  comparative  light,  the  mid- 18 70s  revealed  a  successful  German 
penetration  of  Central  America  and  a  weak  but  very  slowly  improving  U.S. 
commercial  and  investment  position.  Although  U.S.  officials  proclaimed 
their  support  for  the  principle  of  free  trade  competition  in  Central  and  Latin 
America,  U.S.  diplomats  regularly  blamed  commerce  between  Latin  Amer¬ 
ica  and  Europe  (Great  Britain  and  Germany  in  particular)  for  U.S.  trade 
deficiencies  in  the  Southern  Hemisphere.  In  1870,  the  U.S.  minister  to 
Central  America,  Charles  N.  Riotte,  noted  that  Germany  had  many  mer- 
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chants  in  Nicaragua  who  "import(ed]  heavily  from  the  fatherland"  and  that 
"the  number  of  German  ships  in  Nicaraguan  ports  [was]  second  to  that  of 
Great  Britain."  He  argued  that  the  more  a  Latin  American  country  freed 
itself  from  Spanish  customs  and  culture,  the  more  it  traded  with  North 
America,  whereas  the  more  it  remained  "stationary  or  even  retrograde  (like 
Nicaragua,  Guatemala,  Venezuela,  Ecuador)  the  more  insignificant  [its] 
commercial  relations  with  our  people."  U.S.  officials  clearly  viewed  Ger¬ 
man  economic  success  in  Central  America  as  threatening  to  U.S.  security 
and  well-being.6 

Many  aspects  of  the  new  German  empire's  role  in  Nicaragua  and  the 
world  were  revealed  during  the  course  of  the  Eisenstiick  affair  in  1877  and 
1878.  The  Eisenstiick  brothers,  Paul  and  Christian,  had  successful  careers 
in  business  and  in  the  consular  service.7  The  controversy  began  when  the 
stepdaughter  of  Paul  Eisenstiick  married  into  the  prominent  Leal  family 
against  her  parents'  wishes.  A  German  report  charged  that  Francisco  Leal,  a 
Nicaraguan  official,  so  mistreated  his  wife  that  she  had  returned  to  her 
parents  and  initiated  divorce  proceedings.  When  Leal  was  unsuccessful  in 
persuading  the  Eisenstiicks  to  return  his  wife  to  him,  he  harassed  and 
threatened  them.  Several  incidents  occurred.  One  involved  a  verbal  ex¬ 
change  in  the  street.  A  second,  which  according  to  the  German  version 
involved  gunshots,  physical  detainment,  and  other  abuses,  was  allegedly 
directed  against  Paul  Eisenstiick  but  touched  both  brothers.  After  the  sec¬ 
ond  incident,  Consul  Christian  Eisenstiick  called  for  an  immediate  Nic¬ 
araguan  admission  of  responsibility.  The  German  government  sought  U.S. 
and  British  diplomatic  support,  claiming  that  the  affair  involved  the  rights 
and  security  of  foreigners  in  Nicaragua  and,  by  implication,  in  the  rest  of 
Central  America.  German  officials,  determined  to  gain  U.S.  approval,  mis¬ 
represented  Britain's  reaction  to  the  Eisenstiick  affair.  The  German  consul 
had  asked  the  captain  of  a  British  vessel  to  adopt  a  posture  indicating 
support  for  the  German  position.  The  captain  investigated,  refused  to  sus¬ 
tain  the  German  position,  and  quietly  criticized  the  diplomatic  offensive.8 

Once  the  Nicaraguan  government  recognized  the  dimensions  the  affair 
was  assuming,  it  opted  to  ignore  the  event  publicly  while  quietly  appealing 
for  British  and  U.S.  support  to  resist  German  demands.  Nicaragua's  1877 
Memoria  on  foreign  affairs  ignored  the  Eisenstiick  affair;  it  merely  noted 
the  promotion  of  Werner  von  Bergen  to  minister  and  indicated  that  Costa 
Rica  had  produced  the  only  serious  problems  for  Nicaragua  that  year.  The 
Nicaraguan  government  denied  to  the  British  government  any  inherent 
diplomatic  character  to  the  incident,  claiming  that  it  was  a  matter  involv¬ 
ing  the  sanctity  of  the  family.  In  Nicaraguan  diplomat  Jose  de  Marcoleta's 
version,  Leal's  wife  had  been  enticed  to  return  to  the  Eisenstiick  home,  and 
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when  she  changed  her  mind,  she  was  prevented  from  returning  to  her 
husband.  In  Marcoleta's  version,  during  Leal's  attempt  to  "liberate"  her, 
someone  had  fired  warning  shots  and  Paul  Eisenstiick  had  been  mistakenly 
wounded  by  his  wife.  When  shooting  occurred,  the  authorities  intervened 
to  prevent  further  disorder.  Marcoleta  denied  that  the  authorities  had  used 
excessive  force.  Emphasizing  that  the  British  captain  had  discovered  no 
grounds  for  Germany's  charges  against  the  Nicaraguan  government,  he 
argued  that  Germany  was  blowing  a  street  incident  into  an  international 
affair  and  then  seeking  U.S.  and  British  support  only  because  it  lacked  the 
military  means  to  enforce  its  will.9 

In  contrast  to  Britain,  the  U.S.  government  supported  German  objec¬ 
tives.  Germany  appreciated  U.S.  support  because  Nicaragua  was  "unwilling 
and  reluctant  to  comply  with  Germany's  just  demands."  If  Nicaragua  did 
not  respond  speedily,  the  German  government  intended  to  demand  a  large 
indemnity  and  a  formal  salute  to  the  German  flag.  If  Nicaragua  rejected  its 
demands,  the  German  government  contemplated  a  joint  proceeding  of  in¬ 
terested  powers.  In  preparation  for  this  possibility,  von  Bergen  inquired 
about  the  state  of  prior  U.S.  claims  against  Nicaragua.  Possibly,  U.S.  Minis¬ 
ter  George  M.  Williamson  at  first  supported  von  Bergen  because  he  judged 
the  situation  ideal  to  press  old  claims.10  To  allay  any  suspicions,  Germany 
informed  the  Washington  government  prior  to  each  step. 

Nicaraguan  officials  were  able  to  point  out  significant  weaknesses  in 
the  German  case.  Marcoleta  warned  the  British  government  of  two  major 
errors.  First,  von  Bergen  had  called  for  the  immediate  arrest  of  Leal,  repara¬ 
tions  to  the  German  flag,  and  an  indemnification  of  $30,000,  before  any 
investigation  had  determined  the  facts.  A  second  problem  arose,  Marcoleta 
noted,  when  the  U.S.  and  German  diplomats  in  Nicaragua  demanded  to  be 
received  under  circumstances  of  their  choosing.  After  Nicaraguan  courts 
had  acted  indecisively  about  convicting  those  guilty  of  the  assault  upon  the 
Eisenstiicks  and  the  government  was  lackadaisical  about  intervening  to 
speed  the  process,  the  German  government  ordered  its  minister,  Werner  von 
Bergen,  to  Managua  to  expedite  a  resolution  of  the  incident  and  punish¬ 
ment  of  the  culprits.  Williamson  agreed  to  the  German  diplomat's  request 
to  accompany  him.  They  arrived  on  June  28,  1877,  and  requested  an  imme¬ 
diate  audience  with  the  president.  The  Nicaraguan  foreign  minister  in¬ 
formed  them  that  the  president  could  not  receive  them  until  one  p.m.  on 
June  30.  Von  Bergen  refused  to  stay  later  than  noon  on  that  day,  and  the 
Nicaraguan  government  did  not  advance  his  appointment.11  As  British 
Minister  Sidney  Locock  pointed  out,  von  Bergen  had  demanded  an  audience 
on  the  Nicaraguan  president's  birthday  (his  saint's  day),  an  important  day  in 
Catholic  countries;  and  even  if  the  president  were  using  this  celebration  as 
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an  excuse,  the  custom  was  so  old,  important,  and  widespread  that  it  was 
unwise  to  challenge  it  by  refusing  to  accept  a  one-day  postponement.  Re¬ 
gardless,  both  diplomats  viewed  their  treatment  as  disrespectful  and  insult¬ 
ing,  and  they  left  Nicaragua  together. 1 2  Neither  von  Bergen  nor  Williamson 
conducted  an  investigation.  They  simply  accepted  the  Eisenstiick  version 
of  the  incident. 

Before  going  to  Managua,  Williamson  had  anticipated  Nicaraguan  ill 
will.  After  the  visit,  he  described  the  "uncivil  behavior  of  the  Nicaraguan 
towards  the  American  and  German  representatives"  and  the  "unfriendly 
and,  indeed,  purposely  impolite  character"  of  this  response.  At  von  Bergen's 
urging,  Williamson  reported  to  Washington  that  the  Nicaraguan  conduct 
was  a  complete  and  deliberate  denial  of  justice.  He  expected  the  German 
government  to  seize  the  opportunity  to  make  an  impression  upon  Nic¬ 
aragua.  He  regretted  the  failure  of  the  visit  to  Managua,  but  noted  that 
Nicaragua  had  trouble  with  Britain,  France,  and  the  United  States  in  addi¬ 
tion  to  Germany.13 

Germany's  image  was  not  the  only  one  to  be  tarnished.  The  Nicaraguan 
foreign  minister,  Anselmo  H.  Rivas,  lodged  a  complaint  in  Washington  to 
the  effect  that  Williamson's  support  of  the  Eisenstiick  claims  undermined 
the  mutual  obligations  of  New  World  states  under  the  Monroe  Doctrine  and 
that  Williamson  had  shown  no  friendly  consideration  toward  Nicaragua. 
Williamson  countered  that  Rivas  was  a  "mendacious  negro  statesman." 
The  Nicaraguan  government  sent  a  long  note  on  the  affair  to  all  Latin 
American  governments  protesting  U.S.  support  for  the  claims  of  a  Euro¬ 
pean  power  against  a  New  World  state.  It  argued  that  the  U.S.  claim  for 
$2,000,000  for  alleged  damages  to  the  Nicaraguan  Transit  Company,  pre¬ 
sented  during  this  affair,  applied  pressure  on  the  government  of  Nicaragua 
in  favor  of  Germany.  In  the  summer  of  1877,  Williamson  argued  that  if  the 
Eisenstiick  affair  taught  Nicaragua  to  abate  its  prejudice  against  foreigners, 
the  lesson  would  be  worthwhile.  But  within  a  year  he  revised  this  view  and 
recommended  that  in  the  future  U.S.  diplomats  in  Latin  America  should 
not  exercise  their  good  offices  on  behalf  of  European  powers.  Aid  for  a 
European  state,  he  said,  "tended  to  create  the  belief  .  .  .  that  we  have 
abandoned  the  Monroe  Doctrine,"  and  that  this  weakened  the  U.S.  position 
in  Latin  America.  The  United  States  needed  to  restore  its  prestige  in  Latin 
America,  if  it  wished  to  aid  its  citizens  to  expand  successfully  into  that 
region.14 

Williamson,  under  sharp  personal  attack  from  the  Nicaraguan  govern¬ 
ment,  acknowledged  an  important  inconsistency  between  his  initial  posi¬ 
tion  and  the  Monroe  Doctrine.  In  late  1877,  the  escalated  German  diplo¬ 
macy  prompted  Williamson  to  reevaluate  the  incident.  He  observed  that 
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"this  affair  is  likely  to  become  more  serious  for  Nicaragua  than  could  have 
been  supposed  from  its  beginnings."  Since  both  assaults  upon  the  Germans 
had  occurred  in  the  street,  he  did  not  see  how  the  Nicaraguan  government 
could  be  held  responsible,  except  for  neglect  in  arresting  the  person  charged 
with  the  attack.  He  developed  more  serious  reservations,  however,  when  six 
war  vessels  appeared  off  Nicaragua's  coast.  The  squadron's  size  indicated 
that  von  Bergen  was  "exhibiting  an  injudicious  zeal  or  that  the  question  has 
assumed  an  entirely  new  phase,"  and  he  began  to  revise  his  views  on 
Germany's  role  in  Nicaragua  and  Central  America.15 

From  the  beginning  of  the  affair,  Britain  adopted  a  neutral  position. 
British  diplomatic  and  naval  officials  discovered  no  significant  misconduct 
on  the  part  of  the  Nicaraguan  government.  Nicaragua  tried  to  widen  the 
breach  between  the  British  non-support  for  Germany  and  the  U.S.  decision 
to  support  von  Bergen.  Marcoleta  reminded  the  British  foreign  office  that 
the  U.S.  position  defending  the  alleged  grievances  of  Germany  was  not  an 
unusual  stand  for  the  United  States  in  Central  America.  In  1854,  he  re¬ 
called,  U.S.  officials  had  shelled  the  city  of  Greytown  in  the  British  protec¬ 
torate  of  Mosquitia  on  Nicaragua's  Atlantic  coast,  and  the  U.S.  government 
had  aided  filibusters  like  William  Walker.  Whether  stimulated  by  Nic¬ 
araguan  recollections  or  not,  Britain  continued  to  seek  a  peaceful  resolution 
of  the  differences  between  Germany  and  Nicaragua.  The  British  foreign 
ministry  offered  its  good  offices  for  Nicaraguan-German  negotiations,  but 
refused  to  advise  the  Nicaraguan  government.16  Britain  would  not  support 
its  competitor  Germany,  but  was  reluctant  to  bolster  the  resistance  of  a 
peripheral  state  to  great  power  authority. 

Nicaragua,  able  to  obtain  no  more  than  British  neutrality  and  much 
in  need  of  moral  and  material  aid,  turned  to  Guatemala,  the  largest  and 
wealthiest  state  in  Central  America,  for  support.  Williamson,  conveniently 
overlooking  his  own  support  of  von  Bergen,  remarked  derogatorily  that 
although  Central  American  governments  might  quarrel  among  themselves, 
they  cooperated  to  resist  a  foreign  government  no  matter  how  unjust  their 
cause.  He  exaggerated  Central  American  cooperation.  Guatemalan  Presi¬ 
dent  Justo  Rufino  Barrios  advised  Nicaragua  to  settle  the  Eisenstiick  affair 
unconditionally.  He  feared  that  the  appearance  of  German  warships  would 
stop  the  arrival  of  immigrants  who  were  so  necessary  for  Central  America's 
development.  Furthermore,  he  speculated  that  resistance  would  cost  as 
much  as  a  settlement.  Despite  strong  misgivings  about  the  justice  of  the 
German  claims,  he  advised  Nicaragua  to  submit  to  German  demands.17 

The  French  naval  commander  also  found  the  German  claims  exagger¬ 
ated.  French  officials  discovered  new  German  vessels  in  the  area,  apparently 
to  support  the  German  claims.  Smarting  from  the  1870-71  war,  the  French 
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naval  ministry  ordered  its  vessels  to  avoid  direct  contact  with  the  German 
vessels;  but  although  it  wished  to  avoid  taking  sides  in  the  dispute,  the 
French  government  followed  the  affair  closely.18 

The  German  government  chose  to  see  the  Eisenstiick  affair  as  one  of  a 
class  of  insults  that  small  countries  directed  toward  great  powers.  Foreign 
Minister  Bernhard  Ernst  von  Billow,  who  Bismarck  biographer  Otto  Pflanze 
claims  "had  become  Bismarck's  most  trusted  lieutenant  even  in  domestic 
affairs,"  sought  a  general  framework  to  guide  future  German  responses  to 
similar  incidents  caused  by  the  expansionism  of  German  foreign  policy  and 
business  activity  in  the  Mediterranean,  Africa,  Asia,  and  Latin  America.  A 
German  foreign  ministry  official  had  been  killed  at  Salonika,  Greece,  in 
1876;  other  incidents  had  produced  the  death  or  injury  of  German  mer¬ 
chants  or  government  officials  in  Asia  and  Africa  in  1875  and  1876.  The 
German  government  had  responded  slowly  and  ineffectively  with  a  navy 
that  had  only  received  modest  increases  since  the  early  1860s.  Von  Biilow 
insisted  that  the  German  cabinet  establish  rules  to  respond  to  similar 
situations  in  the  future.  He  presumed  that  the  policy  adopted  in  the  Eisen- 
stiick  affair  would  establish  a  precedent  for  German  response  to  inappropri¬ 
ate  action  by  other  governments  around  the  globe.19 

In  response  to  von  Billow's  efforts,  the  German  government  demanded 
complete  respect  for  its  agents  and  its  empire.  In  the  process,  it  would  test 
the  capacity  of  its  new  navy  to  respond  to  distant  disturbances  and  to 
enforce  respectful  treatment  of  imperial  officials  or  subjects.  The  German 
government  gathered  a  squadron  of  six  war  vessels  off  the  coasts  of  Nic¬ 
aragua  and  a  landing  party  in  case  its  ultimatum — a  twenty-four-hour  pe¬ 
riod  to  pay  $30,000  and  to  salute  the  German  flag — was  ignored.  In  order  to 
protect  the  squadron,  a  German  landing  party  actually  seized  weapons  and 
munitions  at  San  Juan  del  Norte.  Von  Billow  was  convinced  that  a  forceful 
response  of  this  sort  would  undercut  future  affronts  to  imperial  interests.20 

The  Eisenstiick  affair  deeply  scarred  German-Nicaraguan  relations. 
The  Nicaraguan  government,  under  threat  of  a  landing  force,  paid  the 
indemnity  and  arranged  a  symbolic  salute  to  the  German  flag.  In  June  1878, 
the  German  government  expressed  its  appreciation  to  the  U.S.  government 
for  its  support  and  proclaimed  that  the  settlement  would  increase  the 
security  of  all  foreigners  in  Central  America.  Later,  von  Bergen  solicited  a 
medal  from  the  imperial  government  to  acknowledge  the  retiring  Christian 
Eisenstiick's  service  to  German  businessmen.  Fifteen  years  later,  however, 
Germany  could  not  obtain  Nicaraguan  approval  for  the  nomination  of  a 
consul  from  the  successor  firm  to  the  Eisenstiick  company.21 

U.S.  and  other  foreign  observers  shared  a  respect  for  the  hard  work  of 
German  merchants,  diplomats,  and  migrant  entrepreneurs.  In  reevaluating 
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the  significance  of  the  increased  German  activity  in  Central  America, 
Williamson  noted  that  U.S.  merchants  seemed  to  be  losing  interest  in 
Guatemala  just  as  German  merchants  were  becoming  enthusiastic.  He 
observed  that  German  merchants  managed  the  chief  commercial  establish¬ 
ments,  traded  in  goods  from  all  countries,  and  profited  more  than  mer¬ 
chants  from  other  countries.  He  concluded:  "The  Germans  and  not  the 
British  are  our  real  competition  for  the  trade  of  the  whole  of  Spanish 
America."  U.S.  Consul  H.  H.  Leavitt  noted  that  "Germany  was  becoming 
the  great  rival  of  the  United  States"  in  many  manufactured  articles.  Ameri¬ 
can  commercial  agents,  too,  considered  Germany  the  prime  competition 
throughout  the  isthmus.22  It  was  unwise,  Williamson  decided,  for  the 
United  States  to  support  the  diplomatic  campaigns  of  its  chief  commercial 
competitor  in  Central  America,  especially  when  the  German  goals  as¬ 
sumed  geopolitical  significance. 

U.S.  diplomats  faced  aggressive  German  diplomacy  in  Central  Amer¬ 
ica,  spearheaded  by  the  dynamic  von  Bergen.  In  mid- 1880,  Edward  Lehn- 
hoff,  a  German  merchant  and  consul,  was  charged  with  fraud  against  the 
Guatemalan  customs  laws.  When  Guatemala  withdrew  Lehnhoff's  exe¬ 
quatur,  von  Bergen  solicited  the  good  offices  of  U.S.  Minister  Cornelius  A. 
Logan.  He  became  incensed  when  Logan,  having  concluded  from  his  own 
investigation  that  Lehnhoff  was  probably  guilty,  declined  to  support  the 
German  position.  Short-tempered  and  impatient,  von  Bergen  addressed  the 
Guatemalan  government  disrespectfully.  Logan  suspected  that  in  response 
to  this  raspy  behavior,  the  Guatemalan  government  had  led  the  other  Cen¬ 
tral  American  governments  in  an  unsuccessful  request  for  von  Bergen's 
recall.23  Von  Bergen's  combative  nature,  strong  language,  and  willingness  to 
hint  at  the  use  of  force  earned  him  a  hearing,  but  it  did  not  earn  him  much 
respect  from  U.S.  or  Central  American  officials. 

Von  Bergen's  personality  may  have  been  abrasive  and  his  method  of 
achieving  goals  unnecessarily  confrontational,  but  his  policies  were  consis¬ 
tent  with  German  imperial  decisions.  Internal  German  economic  disorder 
was  directing  attention  to  policies  that  would  open  up  foreign  markets. 
Foreign  Minister  von  Billow  reminded  von  Bergen  that  "your  chief  task  is  to 
advance  German  trade  interests  in  the  area  of  your  responsibility."  Von 
Biilow  awaited  extensive  reports  relative  to  each  Central  American  country, 
its  products,  transportation  routes,  commercial  institutions,  and  trade  con¬ 
nections  in  order  to  aid  German  businessmen.  Von  Billow  judged  that 
Central  America  was  awakening  commercially.  Blossoming  economies  fre¬ 
quently  offered  valuable  concessions  to  the  early  comers  before  foreign 
competition  was  attracted  to  the  awakening  trade  needs.24  The  German 
government  hoped  to  obtain  a  strong  position  for  its  entrepreneurs  in  Cen- 
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Table  4.1  German  Imports  from  Central  America,  1880-1900 
(data  values  in  thousands  of  current  marks; 
three-,  four-,  or  five-year  averaging) 


Year 

Nicaragua 

Central 

America 

Total 

German 

Imports 

C.  A.  imp. 

as  %  of 
Germ.  imp. 

1880-1884 

l,692b 

3,096,000 

0.05 

1885-1889 

9,014b 

3,324,000 

0.26 

1890-1892 

16,894 

4,302,000 

0.39 

1893-1896 

34,550 

4,306,000 

0.80 

1897-1900 

2,629a 

30,547 

5,583,000 

0.55 

Sources:  German  Empire,  Kaiserliches  Statistisches  Amt,  Statistisches  lahrbuch  fur  das 
Deutsche  Reich  (Berlin:  [various  publishers],  1881-  ). 

aEl  Salvador,  Nicaragua,  Honduras  combined. 
bMexico  and  Central  America  combined. 

tral  America  before  other  metropole  capitalists  fully  comprehended  the 
opportunities. 

Von  Bergen  was  sensitive  to  the  direction  of  the  German  foreign  minis¬ 
try  in  matters  of  foreign  trade  and  investment.  He  had  prepared  an  extensive 
foreign  trade  report  even  before  von  Billow  had  requested  such  information. 
In  addition  to  this  report,  which  was  of  a  magnitude  seldom  achieved  by  a 
consular  representative,  he  was  preparing  a  supplementary  report  based 
upon  information  gathered  from  all  the  German  merchants  in  Central 
America.  In  this  trade  report,  he  warned  the  German  foreign  minister 
against  believing  misleading  criticism  of  German  commerce  in  Central 
America.  For  example,  he  said  it  was  not  true,  as  commonly  charged, 
that  German  products  lacked  access  to  Central  America  because  of  poor 
steamship  service.  He  referred  to  one  of  Williamson's  public  statements 
that  German  industrial  products  did  not  lack  access  to  Central  America 
(and  the  five  most  competent  German  merchants  agreed),  because  local 
merchants  gladly  imported  German  goods.  Von  Bergen  traced  the  lower 
share  (than  desired)  of  German  imports  in  Central  American  trade  to 
superior  foreign  products.  He  noted  that  the  Hamburg- Amerika-Passagier- 
Aktiengesellschaft  (HAPAG),  the  Hamburg-West  Indies  Mail  Steamline, 
and  various  connecting  lines  supplied  good  service.  He  doubted  whether 
better  steamer  service  was  available  without  government  subvention.  Since 
entering  his  post,  he  had  viewed  his  task  as  one  of  preserving  the  existing 
communications.  He  recognized  that  the  need  to  protect  the  rights  of 
entrepreneurs  was  a  precondition  for  healthy  trade.  Von  Bergen  argued  that 
the  Central  American  countries  would  experience  real  advancement  and 
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Table  4.2  German  Exports  to  Central  America,  1880-1900 


Year 

Nicaragua 

Central 

America 

Total 

German 

Exports 

Exp.  to  C.  A. 

as  %  of 
Germ.  exp. 

1880-1884 

3,007b 

3,186,000 

0.09 

1885-1889 

7,63  lb 

3,152,000 

0.24 

1890-1892 

7,378 

3,300,000 

0.22 

1893-1896 

8,450 

3,369,000 

0.25 

1897-1900 

l,935a 

5,437 

4,230,000 

0.13 

Sources:  German  Empire,  Kaiserliches  Statistisches  Amt,  Statistisches  fahrbuch  fur  das 
Deutsche  Reich  (Berlin:  (various  publishers],  1881-  ). 

aEl  Salvador,  Nicaragua,  Honduras  combined. 
bMexico  and  Central  America  combined. 

progress  when  the  foreigner  felt  physically  secure,  when  the  merchant  had 
legal  recourse  to  recover  loans,  and  when  overdue  debtors  could  be  com¬ 
pelled  legally  to  repay.25  As  laws  and  customs  in  Central  America  were 
shaped  to  accommodate  foreign  businessmen,  von  Bergen  hoped,  German 
entrepreneurs  would  take  advantage  of  the  opportunities. 

In  order  to  encourage  German  entrepreneurs  to  enter  Central  America, 
the  German  government  distributed  von  Bergen's  detailed  report  to  cham¬ 
bers  of  commerce  and  businessmen's  associations.  Von  Bergen  told  von 
Biilow  that  he  would  welcome  suggestions  regarding  the  shortcomings 
revealed  in  his  report,  admitting  that  many  of  the  weaknesses  affected  all 
German  export  activity.  Von  Biilow  responded  that  "he  would  be  prepared 
to  examine  thoroughly  well-founded  proposals  relative  to  the  possibility 
and  purposefulness  of  intervention  on  the  part  of  the  government."26  Ger¬ 
man  economic  involvement  in  Central  America,  which  had  waned  during 
the  1860s,  increased  at  a  marked  rate  in  the  mid- 1870s,  although  the  vol¬ 
ume  of  German  exports  and  imports  remained  small  in  the  early  1880s 
(Tables  4.1  and  4.2).  Both  exports  and  imports  grew  rapidly  from  the  mid- 
1880s  through  the  1890s,  although  imports  of  Central  American  products 
developed  much  more  quickly.  U.S.  trade  with  Central  America  gained 
momentum  in  the  1860s  and  1870s  and  surged  ahead  in  the  1880s  and  1890s 
(Table  4.3). 

In  evaluating  metropole  trade  with  Central  America,  it  is  necessary  to 
keep  in  mind  that  Central  America's  population  represented  about  0.35 
percent  of  the  world  population.  Thus,  if  a  metropole  nation  conducted 
between  0.3  and  0.4  percent  of  its  trade  with  Central  America,  that  region 
was  absorbing  a  fair  share  of  the  metropole's  trade  when  calculated  on  a  per 
capita  basis.  Whereas  U.S.  trade  figures  revealed  a  rapidly  expanding  expor- 
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Table  4.3  U.S.  Imports  from  and  Exports  to  Central  America,  1848--1898 
(data  values  in  r,ooo  of  dollars;  five-  or  six-year  averaging) 


Year 

Total  U.S. 
imports  from 
Central  America 

U.S.  imports 
from  C.A. 
as  %  total 
U.S.  imports 

Total  U.S. 
exports  to 
C.A. 

U.S.  exports 
to  C.A. 
as  %  total 
U.S.  exports 

1848-1852 

121 

0.06 

191 

0.10 

1853-1857 

167 

0.05 

281 

0.10 

1858-1862 

247 

0.08 

131 

0.04 

1863-1867 

559 

0.16 

366 

0.12 

1868-1872 

1,133 

0.23 

476 

0.12 

1873-1878 

2,419 

0.48 

954 

0.16 

1879-1883 

3,716 

0.57 

1,643 

0.20 

1884-1888 

6,749 

1.02 

3,131 

0.44 

1889-1893 

8,958 

1.10 

5,616 

0.64 

1894-1898 

9,254 

1.29 

6,593 

0.70 

Sources:  U.S.  Congress,  Commerce  and  Navigation  (Washington,  D.C.:  GPO,  1851-  ); 

U.S.  Secretary  of  the  Treasury,  Bureau  of  Statistics,  Statistical  Abstract  of  the  United 
States  (Washington,  D.C.:  GPO,  1878-  ). 


tation  of  "overproduction,"  both  Germany  and  the  United  States  experi¬ 
enced  explosive  growth  in  the  importation  of  Central  American  coffee  and 
other  products. 

Revitalized  German  activity  in  Central  America — indeed  throughout 
much  of  Latin  America — was  not  restricted  to  trade,  shipping,  and  invest¬ 
ment.  A  permanent  German  penetration  of  the  New  World  would  require 
social  and  cultural  agencies  to  preserve  the  Germanic  character  of  new 
settlers,  long-time  residents,  and  entrepreneurial  establishments.  Dissemi¬ 
nation  of  German  culture  could  acquaint  host  country  leaders  and  their 
children  with  German  civilization.  This  domestic  leadership  group  would 
facilitate  further  German  penetration  of  these  peripheral  political  econo¬ 
mies.  To  this  end,  the  institutions  of  German  culture  needed  the  best 
assistance  the  German  government  could  supply.  In  1879,  for  example,  the 
royal  chartered  Evangelic  Society  for  Protestant  Germans  in  North  America 
wished  to  drop  "North"  from  its  name  so  that  it  could  work  throughout  the 
New  World,  a  sign  of  the  increased  presence  of  Protestant  Germans  there. 
The  view  of  culture  as  a  cohort  to  informal  economic  expansion  was  also 
evident  in  the  formation  of  the  Deutsches  Auslands-Institut  (German  For¬ 
eign  Institute)  in  the  1880s.  Germans  assumed  more  active  roles  in  Central 
American  society,  yet  they  also  organized  to  maintain  the  German  language 
and  culture.27  German  society  marshaled  cultural  support  for  the  nation's 
economic  expansion. 
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Von  Bergen  welcomed  cultural  support  for  German  economic  objec¬ 
tives  because  he  recognized  that  German  and  U.S.  objectives  in  Central 
America  were  essentially  competitive.  The  anti-North  American  attitude 
he  began  to  develop  in  the  late  1870s  intensified  in  the  course  of  the  1880s. 
In  late  1880,  during  a  dinner  attended  by  the  U.S.  minister  and  many 
Central  American  officials  to  celebrate  the  opening  of  the  Guatemalan 
Central  railroad,  von  Bergen  asked  Salvadoran  Foreign  Minister  Gallegos 
“how  long  he  believed  El  Salvador  could  retain  her  freedom  and  auton¬ 
omy."  According  to  Gallegos,  when  he  asked  for  an  explanation,  von  Ber¬ 
gen  replied  that  "the  United  States  proposed  to  absorb  the  Central  Ameri¬ 
can  states;  that,  if  [Salvadorans]  wished  to  avoid  such  a  result,  they  should 
at  once  form  an  alliance  with  some  power  able  to  protect  them;  that  the 
[Guatemalan  Central]  railroad  .  .  .  was  the  entering  wave  of  a  flood  of 
Yankee  immigration  which  would  submerge  the  Central  American  States 
and  drive  out  the  natives."  Gallegos  verified  that  these  incredible  remarks 
were  made  at  a  public  ceremony,  and  when  von  Bergen  repeated  similar 
sentiments  on  other  public  occasions,  the  U.S.  minister  in  Central  Amer¬ 
ica  was  alarmed.  Secretary  of  State  William  Evarts,  assuming  that  the 
German  government  could  not  possibly  approve  of  such  inflammatory 
statements,  expected  to  dispose  of  the  matter  easily.  Although  the  German 
government  offered  satisfactory  explanations,  von  Bergen  probably  ex¬ 
pressed  the  thoughts  of  many  German  businessmen  and  officials  in  Cen¬ 
tral  America.28 

By  1880  even  U.S.  Minister  Cornelius  Logan,  a  long-time  Anglophobe, 
agreed  with  his  predecessor  George  Williamson  that  Germany,  rather  than 
Britain,  represented  the  severest  threat  to  U.S.  security  and  transit  objec¬ 
tives  in  the  region.  He  categorized  German  competition  as  the  gravest 
challenge  to  U.S.  primacy  in  Central  America.  He  concluded  that  "the 
nation  which  is  now  more  directly  and  openly  aspiring  to  supremacy  in 
Central  America  is  that  of  Germany."  Most  merchants  and  sailing  vessels 
on  the  west  coast,  he  reported,  were  German.  The  German  penetration  was 
so  complete  that  German-born,  naturalized  Americans  often  headed  Amer¬ 
ican  firms.  This  undesirable  situation,  Logan  cautioned,  contributed  to  the 
success  of  foreign  imports,  to  the  low  volume  of  U.S.  imports,  and  to  the 
strong  prejudice  against  U.S.  citizens.  He  later  reported  to  the  State  Depart¬ 
ment  that  the  busiest  diplomat  opposing  American  policy  was  von  Bergen: 
"His  zeal  in  opposing  the  United  States  was  remarkable.  He  constantly 
called  private  conferences  of  the  European  representatives,  at  which  he 
revealed  some  new  plan  of  our  Government  against  the  interests  of  their 
respective  countries."  Because  he  saw  von  Bergen  trying  to  coordinate 
French,  British,  and  German  opposition  to  U.S.  objectives,  Logan  viewed 
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German  New  World  activities  as  the  chief  threat  to  the  Monroe  Doctrine 
and  panamerican  cooperation.29 

Germany  was  not  alone  in  challenging  U.S.  economic  penetration  of 
Central  America.  Other  major  European  states  retained  interests  there. 
Logan  noted  that  Spain  had  also  warned  of  American  influence  tied  to  the 
Guatemalan  railroad.  Logan  observed  widespread  foreign  influences  being 
used  "to  prevent  the  entrance  of  Americans  into  this  country";  England 
tried,  for  example,  to  obtain  the  second  railroad  concession  in  Guatemala. 
Logan  believed,  however,  that  U.S.  resistance  had  blunted  Britain's  designs 
on  Central  America.  Transit  was  vital  to  all  trading  nations.  Since  the 
European  powers  predominated  commercially  in  Guatemala  and  along  the 
Pacific  coast  of  Middle  America,  Logan  doubted  whether  these  powers 
would  allow  the  best  routes  to  their  trading  areas  to  fall  under  the  sole 
control  of  the  United  States.  He  suggested  that  the  United  States  should 
meet  the  challenge  from  the  European  trading  nations  by  unilaterally  ter¬ 
minating  the  Clayton-Bulwer  Treaty  and  establishing  protectorates.30 

Metropole  expansion  in  the  late  nineteenth  century  raised  pressing 
problems  of  cooperation  and  competition  for  the  core  states.  Germany  and 
the  United  States  both  viewed  Central  America  with  rising  expectations 
and  a  growing  sense  of  the  usefulness  of  that  region  as  a  pathway  into  the 
world  economy.  The  possibility  for  cooperation  was  reduced  when  both 
became  acutely  aware  that  Central  America  offered  valuable  opportunities 
that  could  not  be  conveniently  shared.  Transit  and  coffee  were  obvious 
values,  but  Central  America  offered  more.  Its  land  and  labor  could  be 
shaped  into  profitable  forms,  if  adequately  understood.  If  treated  correctly, 
for  example,  the  region  could  absorb  various  types  of  technological  prod¬ 
ucts.  In  fact,  in  the  1 88os  Germany  established  markets  in  Central  America 
for  industrial  firms  like  Krupp  and  Siemens,  for  pharmaceutical  products, 
and  for  other  advanced  technologies.  Germany  achieved  market  and  invest¬ 
ment  successes  in  the  years  between  1870  and  1914  only  through  strenuous 
competition  with  the  United  States,  Great  Britain,  and  other  states.  Ten¬ 
sion  increased  as  the  U.S.  and  German  political  economies  sought  similar 
market,  investment,  and  political-military  objectives  in  Central  Amer¬ 
ica.31 

Despite  the  legacy  of  the  Eisenstiick  brothers  and  von  Bergen's  ar¬ 
rogance  in  the  late  1870s  and  early  1880s,  German  merchants  and  entrepre¬ 
neurs  were  numerous  in  Nicaragua  by  the  1890s.  The  fifteen  persons  re¬ 
ported  for  1891  (Table  4.4)  represented  only  the  adult  male  residents  living 
around  Managua;  many  other  German  residents  lived  in  the  coffee  and 
mining  areas.  The  figure  of  four  hundred  German  residents  in  1905  (possi¬ 
bly  also  only  adult  males)  revealed  how  extensive  German  settlement  had 
become  in  Nicaragua. 
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Table  4.4  Foreign  Settlers  in  Nicaragua,  1860-1906 


French 


German 


U.S. 


1861 

1876 

1885 

1891 

1892/4 

1899 

1904 

1905 

1906 


12-15* 


40b 
ca.  12c 


54e 

100f 

200a 


400s 


15^ 


123h 


aChristine  Eusebe,  "Les  investissements  franijais  en  Amerique  centrale  et  dans  l'aire 
des  caraibes"  (Maitrise,  Universite  de  Paris  X  [Nanterre],  1972),  12. 

bAube  du  Seignlay  to  Perigot,  June  24,  1876,  BIT  1075,  Archive  de  l'armee  de  la  mer, 
hereafter  Adam. 

cIn  Managua,  Descamps  to  Admiral,  March  2,  1885,  BB*  1596,  Adam. 
dAdult  males  living  around  Managua  only.  Gustavo  Lembke  to  Marshall  Biederstein, 
Nov.  19,  1901,  09.01,  Nr.  52608,  Bundesarchiv,  Potsdam. 
eTwenty-four  Men,  lists  in  Commerce,  F12  7414,  Archives  Nationales,  Paris. 
fR.  Duval  to  Min.  Marine,  Feb.  n,  1899,  BBa  1319,  Adam. 

sPaul  Behneke  to  Emperor  William,  May  18,  1905,  RM  5/v.  5402,  Bundesarchiv,  Mili- 
tararchiv,  Freiburg. 
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Jose  Santos  Zelaya's  assumption  of  power  in  the  revolution  of  1893 
facilitated  the  reopening  of  Nicaragua  for  German  interests.  President 
Zelaya  represented  the  liberal  elite  which  eagerly  sought  the  development 
of  national  resources,  which  meant  increased  opportunities  for  foreign 
capital,  technology,  and  trade.  Zelaya  also  represented  a  nationalist  move¬ 
ment  which,  learning  from  Central  America's  historical  experience  with 
U.S.  expansionism,  intended  to  attract  a  variety  of  foreign  capitalists  to 
develop  Nicaragua.32 

In  the  1870s  and  1880s,  Germany  and  the  United  States  experienced 
several  economic  downturns.  Increasingly,  the  leadership  in  both  societies 
argued  for  external  policies — concerning  access  to  foreign  markets  and  raw 
materials — to  ameliorate  the  alleged  overproduction  problems  which  were 
creating  domestic  social  and  economic  crises.  Expansion  led  to  conflicts 
like  the  Eisenstiick  incident.  When  the  German  foreign  office  interpreted 
the  affair  as  an  affront  to  all  foreign  residents  (although  especially  to  Ger¬ 
man  honor  and  status),  it  sought  support  from  Britain  and  the  United 
States,  the  other  chief  metropole  powers  in  Nicaragua  (and  Central  Amer- 
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ica).  British  officials  considered  the  matter  unworthy  of  their  participation. 
With  some  U.S.  support,  the  German  military  gained  a  short-term  victory. 
Williamson  originally  seconded  German  objectives  but  quickly  altered  his 
view.  He  (and  his  successor,  Logan)  realized  that  Germany  was  the  chief 
challenger  to  U.S.  objectives  in  Central  America.  He  recognized  that  the 
United  States  had  to  act  alone  throughout  Latin  America  because  it  risked 
undermining  the  Monroe  Doctrine  by  dragging  European  powers  into  the 
affairs  of  the  New  World. 

The  German  foreign  office  considered  the  guidelines  it  adopted  to 
resolve  the  Eisenstiick  affair  fundamental  to  its  long-term  policy  for  con¬ 
fronting  resistance  by  peripheral  and  semi-peripheral  states  to  the  penetra¬ 
tion  of  German  agents,  entrepreneurs,  and  officials.  Germans  were  encoun¬ 
tering  difficulties  in  many  areas  where  they  sought  commercial  control 
over  raw  materials.  Germany's  reaction  to  the  Eisenstiick  incident  demon¬ 
strated  that  German  power  would  protect  its  subjects,  officials,  and  na¬ 
tional  honor  and  prestige  with  force  if  necessary.  The  Eisenstiick  affair 
awoke  U.S.  officials  to  the  challenge  of  the  newly  unified  German  state  to 
U.S.  predominance  in  Central  America.  When  von  Bergen  followed  the 
Eisenstiick  affair  with  an  acrimonious  public  complaint  of  U.S.  railroad 
building  as  a  threat  to  Central  American  sovereignty  and  then  with  a 
venomous  rebuke  of  Logan  for  not  sustaining  his  position  in  the  Lehnhoff 
dispute,  German-U.S.  relations  entered  a  phase  in  which  mutual  support 
would  occur  rarely  in  Central  America. 

In  the  late  nineteenth  century,  Germany  and  the  United  States  in¬ 
creasingly  viewed  each  other  more  as  threatening  competitors  than  as 
useful  partners.  The  mutual  distrust  between  German  and  U.S.  agents  was 
evident  not  only  in  Central  America  but  also  in  Europe  (over  pork  as  symbol 
for  trade  generally),  the  Caribbean,  Samoa,  the  Philippines,  the  Congo,  and 
Turkey.  They  engaged  in  an  ever-sharpening  competition  to  dominate  re¬ 
gions  that  held  out  the  promise  of  ameliorating  their  persistent  economic 
problems  at  home. 


5 


Conflicting  U.S.  and  Central  American 

Economic  Priorities:  From  the  Open  Door  to  Exploitative 

Panamericanism,  1881-1889 


The  late-nineteenth-century  U.S.  economy  was  crisis-prone.  The  recurring 
economic  turmoil  prompted  the  leadership  to  adopt  policies  to  create  out¬ 
lets  in  foreign  markets,  and  the  United  States  looked  first  to  Latin  America 
because  that  region  was  long  expected  to  become  a  closer  economic  partner. 
The  depressions  of  the  1870s  and  r88os  persuaded  some  U.S.  leaders  to 
shape  a  formal  panamerican  policy  to  facilitate  trade  with  Latin  America. 
With  little  study  of  the  Latin  American  economies  and  no  formal  consulta¬ 
tion  with  Latin  American  leaders,  the  U.S.  vision  of  panamericanism  was 
restricted  to  resolving  U.S.  domestic  problems,  not  meeting  Latin  Ameri¬ 
can  needs. 

The  United  States  first  called  for  a  panamerican  conference  in  r88i  in 
the  hope  of  persuading  Latin  American  nations  to  join  in  building  an 
economic  system  similar  to  the  U.S.  domestic  economy.  The  initial  con¬ 
ference  was  cancelled  in  1882  because  of  Republican  party  politics.  Several 
years  later,  in  the  midst  of  another  depression,  the  U.S.  Congress  formed  the 
Central  and  South  American  Trade  Commission  to  discover  means  to 
increase  trade  with  Latin  America.  U.S.  politicians,  faced  with  recurring 
economic  dysfunction,  supported  a  bipartisan  call  for  a  panamerican  con¬ 
ference  in  1889.  The  United  States,  however,  was  not  the  only  metropole 
society  looking  to  Latin  America  for  assistance  in  the  resolution  of  domes¬ 
tic  problems  rising  from  the  world  depression  of  1873-T898.  And  despite 
liberal  free-trade  rhetoric,  U.S.  officials  and  businessmen  did  not  welcome 
foreign  competition  in  the  Caribbean-Central  American  region.1 

The  panamericanism  of  the  t88os,  associated  with  "good"  ideas — 
arbitration,  peace,  national  security,  the  Monroe  Doctrine,  and  the  Western 
Hemisphere  idea — was  expected  to  create  the  market  conditions  necessary 
for  successful  U.S.  commercial  expansion.  This  initial  panamerican  ac¬ 
tivity  pointed  out  a  fundamental  distinction  between  U.S.  and  Latin  Ameri¬ 
can  expectations.  Whereas  the  United  States  proposed  mainly  economic 
arrangements,  the  Latin  American  delegates  to  panamerican  conferences 
often  struggled  to  include  political  and  cultural  affairs  on  the  agenda.  Even 
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in  the  realm  of  economic  panamericanism,  Latin  American  states  consid¬ 
ered  getting  U.S.  investment  that  would  promote  their  own  development  as 
important  as  expanding  commercial  ties  to  the  United  States.  But  U.S. 
leaders  took  little  interest  in  encouraging  investment  in  Latin  America  so 
long  as  the  U.S.  political  economy  was  absorbing  large  quantities  of  Euro¬ 
pean  capital.2 

The  same  market  expansion  tools  that  were  fundamental  in  the  domes¬ 
tic  version  of  mid-nmeteenth-century  liberalism— a  national  currency  and 
banking  law,  a  national  communications  system,  economic  development 
programs,  and  a  protective  tariff — found  panamerican  counterparts  in  the 
1880s.  In  other  words,  policies  that  had  failed  to  produce  stable,  ordered 
progress  on  the  national  level  were  tried  out  in  the  hemispheric  arena.  The 
banking  and  currency  legislation  of  the  1860s  found  its  counterpart  in  the 
call  for  a  New  World  silver  coinage  and  a  panamerican  bank  with  the  same 
limited  objective  as  the  Civil  War  domestic  banking  law — to  facilitate 
commercial  exchange.  The  transcontinental  railroad  and  telegraph  lines 
had  their  counterparts  in  resolutions  encouraging  steamship  and  telegraph 
service  and  a  panamerican  railroad.  The  domestic  development  sought 
through  the  homestead  laws,  and  the  mining  and  agricultural  provisions  of 
the  land  grant  college  act  had  counterparts  in  weights,  measures,  and  cus¬ 
toms  regulations  and  in  proposals  for  scientific  and  educational  exchanges 
and  expeditions.  The  scientific  expeditions  to  Latin  America,  like  similar 
expeditions  in  the  development  of  the  U.S.  West,  searched  for  minerals, 
transit  or  communications  routes,  and  agricultural  opportunities.  The  do¬ 
mestic  tariff  had  its  counterpart  in  James  G.  Blaine's  call  for  a  New  World 
Zollverein  (customs  union).  Just  as  the  domestic  reforms  built  a  tariff  wall 
around  a  liberal  market  economy,  the  U.S.  version  of  panamericanism 
proposed  a  priority  zone  for  hemisphere  commerce.3 

Distrust  of  foreign  penetration  led  the  United  States  to  reject  the  Open 
Door  policy  for  Latin  America  in  favor  of  the  privileged  position  of  the 
Monroe  Doctrine  and  panamericanism.  U.S.  trade  expansion  never  de¬ 
pended  chiefly  upon  penetrating  Central  America,  or  even  Latin  America, 
but  rather  upon  using  the  Central  American  isthmus  to  reach  the  markets 
of  the  Pacific  basin  (from  the  west  coast  of  the  New  World  to  the  Pacific 
islands  and  on  to  east  and  southeast  Asia).  From  this  perspective,  Central 
America  occupied  a  key  place  in  U.S.  expansionism.  Panamericanism  be¬ 
came  a  vital  tool  in  efforts  to  ameliorate  the  cyclical  crises  of  the  industrial 
economy  and  to  expand  U.S.  authority  in  Latin  America  while  simulta¬ 
neously  undermining  European  competitors  there.4  The  successful  imple¬ 
mentation  of  this  two-edged  policy  would  cost  the  competing  European 
metropoles  dearly. 
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The  depressions  of  1873-78  and  1882-85  convinced  more  business¬ 
men  of  the  need  for  external  markets.  The  depressions  reinforced  the  argu¬ 
ments  of  the  spokesmen  for  sectors  of  the  economy  that  had  saturated 
markets  in  good  economic  years  by  adding  the  voices  of  businessmen  who 
faced  saturated  markets  in  bad  years.  The  increased  pressure  to  export 
surpluses  entailed  expanding  distribution.  The  Panama  Canal  project  of  the 
French  engineer  Ferdinand  de  Lesseps,  ostensibly  a  private  undertaking 
begun  in  1 879,  greatly  disturbed  many  U.S.  political,  military,  business,  and 
intellectual  figures.  The  elite  resented  the  idea  that  a  European  metropole 
competitor  might  control  the  vital  link  between  the  Atlantic  and  Pacific. 
Reviving  panamericanism  seemed  a  natural  way  to  undermine  this  Euro¬ 
pean  threat  to  New  World  well-being  and  security.  U.S.  expansion  inter¬ 
acted  with  concepts  like  panamericanism,  Manifest  Destiny,  and  the  Open 
Door  policy  to  justify  the  search  for  well-being  and  security  in  the  world.5 

The  French  historian  Archille  Viallate  observed  that  the  United  States 
had  ignored  the  half  dozen  prior  panamerican  conferences.  He  pointed  out 
that  the  depression  of  the  1870s  and  overproduction  in  the  internal  econ¬ 
omy  coincided  with  Secretary  of  State  James  G.  Blaine's  calls  for  confer¬ 
ences  in  1881  and  1889.  Modern  historians  have  rediscovered  that  Blaine's 
call  for  an  1881  panamerican  conference  was  a  response  to  the  1873-1878 
depression  and  to  an  early  "glut"  analysis  of  U.S.  economic  troubles.  In  the 
mid-i88os,  U.S.  society  faced  the  second  economic  downswing  within  a 
decade.6  The  recurring  disorders  caught  the  attention  of  many  politicians. 

In  the  1880s,  the  United  States  expanded  its  commercial  facilities  to 
reach  the  world  market  effectively.  It  established  regular  inspection  of 
consular  posts,  redefined  consular  functions  and  duties,  published  more 
frequent  consular  reports,  and  improved  steamship,  telegraph,  and  postal 
service.  Domestic  economic  growth  and  the  de  Lesseps  project  revived 
canal  interest.  In  addition  to  external  steamship  communications  links, 
U.S.  promoters  offered  the  Central  American  states  cheap  internal  com¬ 
munications  to  encourage  exchange  with  metropole  economies.  Treaties 
providing  for  extradition  and  civil  liberties  were  procured  to  facilitate  the 
expansion  of  U.S.  agencies  abroad.  Firms  discovered  that  competent  em¬ 
ployees  were  unlikely  to  accept  jobs  abroad  if  they  could  not  enjoy  civil 
liberties  approximating  those  available  to  North  Americans.  Extradition 
was  essential  because  enterprises  were  reluctant  to  invest  abroad  if  the 
home  office  could  not  punish  agents  who  misused  the  firm's  assets.  Many 
of  the  infrastructure  alternatives,  however,  were  not  reciprocal.  Central 
American  agents  did  not  flock  to  the  United  States  to  invest  and  sell.  Most 
changes  benefited  firms  and  capitalists  from  the  metropole,  not  the  Central 
American  states.  Later,  the  United  States  manipulated  the  Pan  American 
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Union  movement  to  facilitate  its  own  market  expansion  rather  than  to 
promote  Latin  American  development.7 

Historian  Russell  H.  Bastert  and  German  and  British  diplomats  have 
assigned  political  as  well  as  economic  factors  to  Blaine's  role  in  the  revival 
of  panamericanism.  They  have  argued  that  Blame's  call  for  a  panamerican 
conference  in  1881  was  a  last-minute  effort  calculated  to  save  his  diplo¬ 
matic  reputation  and  to  bolster  his  presidential  aspirations  for  1884.  "With 
the  aid  of  the  expandable  Monroe  Doctrine,"  the  German  legation  sug¬ 
gested,  Blame  had  used  his  hectic  last  months  in  office  in  late  1881  "to 
strengthen  the  influence  of  the  United  States  on  the  whole  American 
continent  and  to  make  himself  visible,  in  view  of  the  next  presidential 
elections,  as  the  representative  of  the  Monroe  Doctrine."  Various  foreign 
observers  believed  that  this  political  perspective  explained  Blaine's  notes 
to  Britain  on  the  Clayton-Bulwer  pact,  his  intervention  in  the  Mexican- 
Guatemalan  border  dispute,  his  call  for  a  Washington  arbitration  confer¬ 
ence  in  late  1882,  and  other  steps  in  regard  to  Latin  America.  Bastert  argued 
that  the  rejection  of  the  proposed  1882  conference  by  Blaine's  successor, 
Secretary  of  State  Frederick  Frelinghuysen,  became  a  turning  point  in  the 
mteramerican  conference  idea.  With  Blaine  dissociated  from  the  project, 
the  idea  was  removed  from  the  inner  bickering  in  the  Republican  party.8 
While  arguments  based  on  the  internal  political  forces  behind  Blaine's  call 
for  a  panamerican  conference  are  informative,  they  are  not  the  best  perspec¬ 
tive  available. 

The  more  convincing  analyses  of  Blaine's  1881  call  have  focused  upon 
geopolitics  and  social  imperialism.  Historian  Ricaurte  Soler  considered 
Blaine  the  first  imperialist  of  a  new  U.S.  school  that  referred  to  "our  Amer¬ 
ica"  in  the  sense  of  the  Americas.  Blaine's  commercial  continentalism 
spread  from  north  to  south  in  place  of  the  territorial  continentalist's  east  to 
west  course.  Blaine  repeatedly  acknowledged  the  need  to  promote  the  sale 
of  the  swelling  surplus  of  the  American  economy  in  Latin  America.  His 
panamerican  project  envisioned  a  New  World  customs  union,  a  north-south 
railroad,  commercial  reciprocity,  steamship  lines,  a  New  World  currency, 
and  arbitration  to  extend  the  free  trade  system  effectively  into  Latin  Amer¬ 
ica.9  Soler  considered  Blaine's  vision  a  master  plan  for  a  large  informal 
empire. 

Historian  Richard  Winchester  also  discerned  an  organized  plan  in 
Blaine's  geopolitics.  He  argued  that  Blaine  divided  the  world  into  three 
parts — Europe,  the  Americas,  and  Asia — and  that  "Central  America  formed 
the  vital  artery  in  Blaine's  conception  of  the  American  system."  The  isth¬ 
mus,  intertwining  a  north-south  railroad  with  an  east-west  canal,  would 
bind  the  Americas  together  and  connect  European  and  Asian  areas.  Blaine 
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contended  that  if  Britain  could  control  numerous  points  along  the  route  to 
India,  then  "the  United  States  must  demand  an  analogous  advantage  for 
itself  on  the  American  continents."  Blaine's  vision  was  free-trade  oriented 
because  the  problem  was  clearly  a  glut  of  goods,  not  of  capital.  He  showed 
no  interest  in  exporting  capital,  because  North  America  still  imported 
capital.  Thus,  he  was  unenthusiastic  when  some  delegates  at  the  1889 
conference  called  for  an  interamerican  bank.  When  the  conference  nev¬ 
ertheless  passed  a  hemispheric  banking  resolution,  he  neither  endorsed  its 
resolution  nor  asked  Congress  to  address  the  matter.10 

The  bank  issue  revealed  fundamental  differences  in  Central  American 
and  U.S.  views  of  interamerican  relations.  The  liberal  governments  of  Cen¬ 
tral  America,  eager  for  development,  needed  capital  which  the  right  kind 
of  bank  could  furnish.  The  United  States,  seeking  to  unload  its  surplus 
agricultural  and  industrial  production  in  exchange  for  raw  materials, 
wanted  Central  America  to  reduce  tariffs,  improve  transportation  ties, 
unify  weights  and  measures,  agree  to  extradition  and  reciprocity  laws,  and 
to  pass  other  legislation  to  improve  the  flow  of  trade.  To  achieve  these  goals, 
the  State  Department  proposed  seven  specific  topics  for  consideration  at 
the  1889  conference:  (1)  steps  to  promote  the  prosperity  of  the  American 
states,-  (2)  "formation  of  an  American  customs  union  for  promoting  inter- 
American  trade";  (3)  establishing  "regular  and  frequent  communications"; 
(4)  uniform  customs  regulations,  port  dues  and  charges,  classification  and 
evaluation  of  merchandise,  invoices,  and  regulation  of  sanitation  of  vessels 
and  quarantine  laws;  (5)  a  "uniform  system  of  weights  and  measures,  and 
laws  to  protect  patent-rights,  copyrights,  and  trade-marks  .  .  .  and  for  the 
extradition  of  citizens";  (6)  creation  of  a  common  silver  coin  as  legal  tender 
for  New  World  commercial  transactions;  and  (7)  an  arbitration  plan  to 
promote  peaceful  settlement  of  disputes.11  Blaine  focused  almost  exclu¬ 
sively  upon  U.S.  desires  for  increased  commercial  exchange  and  ignored 
Latin  American  needs  for  capital.  This  flaw  disturbed  the  Central  and 
South  American  officials  who  were  expected  to  welcome  Blaine's  vision. 

Cultural  barriers,  not  just  different  economic  objectives,  underlay  the 
tension  between  U.S.  and  Central  American  officials.  U.S.  diplomats  recog¬ 
nized  the  cultural  difficulties  connected  with  efforts  to  create  panameri- 
canism.  The  minister  to  Nicaragua,  Charles  N.  Riotte,  contended  that  U.S. 
trade  would  fare  better  in  the  Caribbean— Central  American  region  once  the 
Spanish  American  countries  were  freed  from  Spanish  customs  and  culture. 
Assistant  Secretary  of  State  Francis  Mairs  Huntington  Wilson  maintained 
that  "pan-Americanism,  built  upon  any  imaginary  natural  affinity  between 
typical  North  Americans  and  the  peoples  who  live  between  the  Rio  Grande 
and  Cape  Horn,  must  be  doomed  to  failure."  Cultural,  racial,  and  ethnic 
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factors  marked  the  recurring  Anglo-Latin  misunderstandings  on  economic 
matters.12 

Latin  America  was  presumed  to  want  and  need  the  same  things  that  the 
U.S.  society  wanted  and  needed.  One  idea  that  attracted  considerable  sup¬ 
port  was  the  proposal  to  construct  an  interamerican  railroad  from  the 
United  States  to  the  tip  of  South  America.  Hinton  Helper,  whose  book  The 
Impending  Crisis  foretold  in  the  1850s  of  a  civil  war  in  North  America, 
became  fascinated  with  the  project  of  an  interamerican  railroad  in  the 
1860s.  In  the  years  prior  to  the  panamerican  conferences,  Helper's  lobbying 
attracted  Central  American  support  for  such  a  railroad.  The  Honduran 
government  offered  to  facilitate  the  project  when  it  entered  Honduras.  The 
Costa  Rican  foreign  minister,  Cleto  Gonzalez  Viquez,  supported  a  con¬ 
ference  to  discuss  a  railroad  to  the  tip  of  South  America.  He  expected  that  a 
railroad  running  down  the  "spine  of  the  continent"  would  become  "the 
most  efficient  means  of  making  firm  and  lasting  the  friendship  .  .  .  among 
the  diverse  American  states  and  .  .  .  would  foment  and  advance  in  the 
highest  degree  their  commercial  and  other  relations."13  The  Central  Ameri¬ 
can  leaders  thought  the  interamerican  railroad  would  expand  communica¬ 
tions  with  the  world  market,  increase  the  sales  of  their  products,  and  attract 
foreign  capital  and  settlers.  The  U.S.  government  viewed  the  project  as  a 
means  of  securing  a  priority  position  in  Latin  America's  trade. 

The  United  States  had  traditionally  neglected  Latin  America,  and  so 
the  decision  in  1881  to  cancel  the  conference  set  for  the  next  year  did  not 
surprise  Latin  American  leaders.  Frelinghuysen,  however,  regretted  the 
anti-Latin  American  image  created  by  canceling  the  conference.  In  1884, 
he  used  the  bipartisan  call  for  a  Central  and  South  American  Trade  Com¬ 
mission  to  soothe  Latin  American  sensibilities  and  to  increase  the  modest 
trade  between  the  Americas.  The  Central  and  South  American  Trade  Com¬ 
mission  reflected  the  developing  consensus  that  getting  out  from  under  the 
economic  downswings  would  require  regular  and  cheaper  shipping,  more 
effective  consular  service,  tariff  adjustments,  and  uniform  customs  regula¬ 
tions,  among  other  steps.  An  exchange  of  views  had  prepared  treaties  about 
postal  affairs,  traveling  sales  people,  and  civil  rights.  The  trade  commission 
attracted  attention,  but  it  lacked  the  prestige  to  assure  a  powerful  position. 
Historian  Joseph  Smith  has  suggested  that  the  commission  did  little  to 
promote  the  U.S.  image  abroad.  Conceivably,  its  chief  function  was  to 
strengthen  domestic  awareness  of  Latin  America  and  to  marshal  support  for 
interamerican  commercial  goals.14  The  trade  commission  was  the  product 
of  the  rejection  of  the  panamerican  conference  in  1882  and  of  the  economic 
crisis  of  1882-85. 

The  distribution  problems  of  the  U.S.  economy  played  an  important 
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role  in  the  formation  of  the  trade  commission.  William  E.  Curtis,  secretary 
to  the  commission,  asserted  that  generally  "the  necessity  of  something 
being  done  by  the  Government  to  secure  a  market  for  the  surplus  products 
of  the  country  seemed  to  be  realized  to  a  greater  and  more  serious  degree." 
Yet  without  satisfactory  direct  shipping  lines,  U.S.  goods  for  South  America 
had  to  be  shipped  via  Liverpool  or  Hamburg,  which  reduced  the  volume  of 
sales  and  the  profit  margin.  The  commission  received  numerous  invita¬ 
tions  to  consult  with  business  leaders,  but  time  permitted  formal  visits 
only  to  New  York,  Boston,  Philadelphia,  Baltimore,  San  Francisco,  and  New 
Orleans.  It  learned  that  businessmen  agreed  on  the  need  for  commercial 
expansion  abroad,  but  differed  strongly  on  the  specific  policies  necessary  to 
achieve  it.  They  agreed  that  reducing  trade  hindrances  (chiefly  tariff  and 
customs  matters)  and  distributing  commercial  information  were  desirable. 
Other  proposals,  like  subsidized  steamship  lines,  received  only  partial  sup¬ 
port.  The  commission  learned  that  "manufacturers  .  .  .  are  anxious  that 
markets  may  somewhere  be  found  for  their  surplus  products,  and  favor  .  .  . 
the  encouragement  of  steamship  communications  by  the  granting  of  liberal 
subsidies."  Manufacturers  with  secure  markets  in  Latin  America  and  estab¬ 
lished  merchants  in  cities  with  regular  trade  connections,  however,  were 
not  enthusiastic  about  reducing  transportation  costs,  since  this  would  en¬ 
courage  potential  competitors.  The  businessmen  also  asked  for  more  fre¬ 
quent  publication  of  consular  reports,  which  they  complained  were  only 
obtainable  by  favor  of  a  congressman.15  The  commission  heard  these  views 
of  the  business  community  before  it  entered  Central  and  South  America. 

The  commission's  work  required  the  participation  of  U.S.  diplomats 
and  consuls.  One  of  the  most  helpful  was  the  U.S.  consul  in  San  Jose,  John 
Schroeder.  He  supplied  the  commissioners  with  extensive  information  on 
Costa  Rica's  political  economy  and  the  actual  and  potential  role  of  for¬ 
eigners  in  business  there.  The  issues  he  explored  were  vital  to  any  group  of 
foreigners  who  hoped  to  penetrate  the  isthmian  political  economies.  His 
analysis  of  the  other  Central  American  states  enhanced  the  value  of  his 
reports.  In  one  report,  Schroeder  insisted  that  since  "everyday  politics  in  the 
Central  American  republics  encroached  upon  the  rights  of  their  citizens  to 
produce,  export,  and  import  the  necessities  of  the  country,"  he  had  to 
discuss  domestic  politics.  The  picture  was  not  pretty.  The  countries  had 
liberal  constitutions,  but  their  leaders  were  capricious.  The  armies  that 
sustained  the  governments  had  little  respect  for  treaties,  constitutions,  or 
the  law.  He  cautioned  that  "neither  politically  nor  commercially  is  .  .  .  any 
friendly  dealing  with  these  republics  possible,  unless  our  Government  at 
the  same  time  is  acting  with  unflinching  authority."  Because  interoceanic 
transit  was  so  vital,  he  preferred  to  acquire  the  Nicaraguan  canal  route.  He 
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recognized,  however,  that  the  options  of  annexation  or  colonization  of  the 
isthmian  canal  sites  were  unacceptable  for  cultural,  ethnic,  political,  and 
legal  reasons.16  His  view  of  the  disordered  nature  of  isthmian  politics 
convinced  him  that  relations  with  Central  America  had  to  be  stabilized. 

Schroeder  observed  that  because  Central  American  governments  were 
more  interested  in  patronage  than  in  popular  welfare,  treaties  would  be 
upheld  only  if  they  offered  personal  advantages  to  Central  American  of¬ 
ficials.  He  considered  the  “conditions  [ripe]  for  enlarged  and  continued 
trade."  He  acknowledged  the  hierarchy  of  exploitation:  "enlarged  commer¬ 
cial  activity  in  this  country  [must]  .  .  .  develop  the  purchasing  power  of 
the  people  at  large,  as  the  higher  classes  can  enjoy  the  luxuries  of  life 
only  by  their  income  from  the  productivity  of  the  actual  laboring  classes." 
He  advised  North  Americans  to  export  farm  tools,  machinery,  hardware, 
utensils,  and  other  goods  needed  by  the  agrarian  population.  The  pitfalls 
and  challenges  for  U.S.  merchants  were  numerous,  he  said.  Businessmen 
needed  to  become  competitive  with  European  merchants  who  warehoused 
goods,  extended  credit,  and  sent  wholesale  agents  familiar  with  the  lan¬ 
guage  and  customs  of  Central  Americans.  In  particular,  U.S.  businesses  had 
to  avoid  sending  salesmen  who  belonged  to  "the  well  known  greedy  peddler 
tribe."  Often  peddlers,  loaded  with  counterfeit  goods,  cheated  the  populace 
until  they  were  robbed  and  then  called  for  U.S.  protection.  Such  incidents, 
he  warned,  left  lasting  negative  impressions,  for  Costa  Ricans  believed  "the 
master  to  be  like  his  representatives."  U.S.  merchants  needed  a  good  reputa¬ 
tion  and  a  fair  Costa  Rican  tariff.  Schroeder  conceded  that  "Costa  Rica  has 
managed  to  be  the  recipient  of  unjust  profits  out  of  the  United  States  by 
sustaining  an  almost  prohibitive  tariff  upon  all  goods  imported,  while  al¬ 
most  all  goods  exported  from  Costa  Rica  to  the  United  States  are  allowed 
free  of  duty."  If  U.S.  shoes  and  boots  could  be  imported  duty  free  at  Limon, 
Schroeder  knew  that  they  could  compete  against  the  high-priced  domestic 
products.  He  hypothesized  that  a  retributive  U.S.  tariff  policy  could  ruin 
Costa  Rican  banana  plantations,  without  considering  who  profited  from 
them.17  The  largest  profits  in  the  banana  trade  belonged  to  U.S. -owned 
banana  companies  and  railroads  in  Costa  Rica  and  to  U.S.  shipping  firms, 
wholesalers,  and  retailers. 

Schroeder  advised  the  commission  that  if  Costa  Rica  was  expected  to 
develop  the  potential  to  supply  U.S.  markets  with  surplus  agricultural 
goods  and  raw  materials,  it  would  need  capital.  He  recommended  establish¬ 
ing  a  hypothecary  bank  for  farmers.  Debt-burdened  Costa  Rica  could  not 
support  a  bank  adequately,  yet  its  rich  land,  unburdened  by  debt,  desper¬ 
ately  needed  fertilizers  and  other  improvements.  A  bank  would  allow  bor¬ 
rowing  to  increase  the  land's  value.  Schroeder  recognized  that  capital  would 
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not  move  into  unstable  foreign  countries  unless  the  United  States  did  more 
than  simply  reaffirm  the  sanctity  of  treaties.18 

Schroeder  expected  Costa  Rica  to  use  borrowed  capital  to  modernize  its 
agricultural  sector,  hoping  that  enhanced  profitability  would  lead  to  pur¬ 
chases  of  U.S.  products.  He  noted: 

This  country  is  entirely  void  of  [factories]  and  manufacturing  estab¬ 
lishments.  It  lacks  consequently  the  strong  patriotic  class  of  citizens 
rightly  surnamed  'the  manufacturing  nobility/  whose  aim  and  pride  it 
is  ...  to  drive  out  foreign  imports.  Costa  Rica  can  consequently  not 
defend  itself  against  the  press  of  foreign  importations,  and  as  our  own 
manufacturing  nobility  .  .  .  has  produced  goods  in  abundance  for  ex¬ 
port,  then  it  seems  sensible  for  these  goods  to  be  made  saleable  first  of 
all  in  those  countries  .  .  .  situated  so  near  the  United  States  as  the 
Central  American  republics. 

He  recommended  a  subsidized  steamship  connection  to  facilitate  the  ex¬ 
change  of  Costa  Rican  primary  products  for  U.S.  manufactures.  He  argued 
that  Costa  Rica  had  to  export  in  order  to  earn  the  funds  needed  to  purchase 
U.S.  goods.  Costa  Rica's  "population  needs  an  augmented  purchasing  power 
in  order  to  support  augmented  trade.  Neither  treaties  nor  contracts  alone 
will  create  trade.  Money  alone  will  buy  goods,  and  where  money  lacks, 
there  mercantile  transactions  are  dead."  He  warned  that  U.S.  commercial 
success  in  Costa  Rica  would  require  more  than  economic  information;  it 
would  also  require  both  countries  to  show  a  mutual  respect  for  and  will¬ 
ingness  to  meet  each  other's  economic  objectives.  Schroeder  suggested  that 
capital  was  needed  to  build  Central  American  infrastructure,  to  modernize 
and  transform  Central  America's  agricultural  sector  to  fit  metropole  needs, 
to  reform  Central  American  politics,  and  to  seduce  Central  American  lead¬ 
ers  into  cooperation.19  He  foresaw  the  logic  of  the  dependent  enclave 
system. 

Foreign  Minister  Jose  Castro  and  Costa  Rican  businessmen  asserted 
Costa  Rica's  desire  to  attract  commerce,  capital,  and  immigrants  from  the 
United  States.  There  was,  he  noted,  a  growing  dissatisfaction  with  the 
British  economic  role  in  his  country.  U.S.  interests  would  have  to  compete 
with  a  powerful  British  influence,  he  observed,  because  "Costa  Rica  owes 
English  capitalists  an  enormous  debt,  and  .  .  .  her  public  improvements  are 
largely  controlled  by  London  Syndicates.  This  influence  is  prejudicial  to 
American  interests,  and  will  undoubtedly  be  felt  in  whatever  diplomatic 
negotiations  the  commission  may  have  with  the  Government."  Castro 
suggested  that  if  Europe  would  not  accept  a  reasonable  gold  to  silver  ratio, 
the  New  World  nations  should  direct  their  products  elsewhere,  even  if  that 
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meant  confining  American  commerce  to  American  waters.  Costa  Rica 
wished  to  exchange  its  natural  products  for  North  American  manufactured 
goods,  Castro  claimed.  He  suspected  that  flour  would  not  be  allowed  in 
duty  free  because  falling  coffee  prices  were  turning  some  Costa  Rican 
farmers  to  wheat  production.  He  strongly  endorsed  a  panamerican  congress 
as  one  means  to  promote  New  World  cooperation.  Cooperation  would  be 
difficult  because  many  Costa  Ricans  charged  that  U.S.  canal  diplomacy 
often  ignored  Costa  Rican  rights.  He  agreed  that  trade  and  shipping  prob¬ 
lems  needed  to  be  dealt  with.  His  report  concluded  with  a  discourse  on 
Costa  Rica's  need  for  favorable  financial  arrangements  and  investment 
capital.20 

The  Central  and  South  American  Commission's  final  report  on  Costa 
Rica  underscored  the  basic  North-South  American  divergence  on  mutual 
economic  relations.  The  commission  listed  seven  problem  areas  in  which 
the  United  States  could  improve  its  modest  but  growing  trade  with  Costa 
Rica.  The  problems  were  as  follows:  European  coffee  commissions  that 
were  more  attractive  than  the  one  offered  by  the  United  States;  European 
willingness  to  offer  long-term  credit  at  low  interest;  unreliable  U.S.  com¬ 
mission  agents  (a  striking  exception  was  the  McKesson  and  Robbins  drug 
firm  which  sent  an  "honest"  agent  who  built  up  business  from  $5,000  to 
$250,000  in  five  years);  the  fact  that  German  and  British  wholesale  mer¬ 
chants  residing  in  Costa  Rica  had  links  with  Europe  whereas  the  United 
States  lacked  a  resident  wholesale  merchant;  the  ability  of  British  and 
German  merchants  to  make  loans  to  coffee  producers  in  advance  of  the  crop 
harvest,  which  induced  them  to  buy  English  and  German  goods;  the  10 
percent  reduction  in  duties  on  goods  entering  Costa  Rica  on  British  Royal 
Mail  packets  (although  this  privilege  was  about  to  expire  and  apparently 
would  not  be  renewed);  and  the  fact  that  English,  German,  and  French  man¬ 
ufacturers  and  merchants  had  gained  an  advantage  by  thoroughly  studying 
Costa  Rican  consumer  tastes.  The  commission  report  claimed  that  "the 
exalted  position  of  the  United  States  in  wealth,  arts  and  civilization  [was]  a 
constant  light  drawing  the  attention  of  those  who  have  modeled  their 
political  institutions  on  ours,"  and  that  "conditions  existed  for  North 
Americans  to  secure  the  trade  of  this  republic  by  the  aid  of  a  judicious 
reciprocity  treaty  and  the  practice  of  the  same  sagacity  and  fair  dealing  that 
characterizes  their  English  and  German  competitors."  It  asserted  that  there 
was  "a  universal  preference  existing  among  importers  to  purchase  merchan¬ 
dise  in  our  markets,"  and  then  urged  formation  of  a  fraternal  panamerican 
union  to  oppose  European  intervention.21  It  made  no  mention  of  establish¬ 
ing  a  device  for  transferring  capital  to  Central  America,  apparently  assum¬ 
ing  that  such  a  union  would  result  from  the  satisfaction  of  U.S.  objectives, 
not  from  the  mutual  fulfillment  of  North  and  South  American  needs. 
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The  commission  intended  to  hear  from  the  leadership  in  all  five  Cen¬ 
tral  American  countries  before  submitting  its  final  recommendations.  De¬ 
spite  the  rumors  of  regional  hostility  to  his  1885  decree  declaring  the 
unification  of  Central  America,  Guatemalan  President  Justo  Rufino  Barrios 
received  the  Central  and  South  American  Commission  warmly.  Conceiv¬ 
ably,  concern  about  the  political  impact  of  panamericanism  prompted  him 
to  try  to  unite  Central  America  prior  to  a  meeting  of  the  New  World  states. 
He  hoped  the  commission's  work  would  help  him  "to  secure  immigration 
and  the  investment  of  capital"  from  the  United  States,  and  he  expressed 
interest  in  treaties  to  further  trade  and  to  guarantee  personal  rights  and 
property.  He  warmly  supported  the  Nicaraguan  canal,  a  north-south  rail¬ 
road,  and  a  common  New  World  silver  coin.  The  U.S.  commission  praised 
Barrios's  friendly  disposition  toward  the  United  States  and  declared  Guate¬ 
mala  to  be  the  most  progressive  Central  American  state  in  education  and 
internal  development,  citing  a  Protestant  mission  from  the  United  States  as 
one  "evidence  of  progress."  It  said  that  the  chief  failures  of  U.S.  firms 
seeking  more  trade  were  inattention  to  the  needs  of  the  Guatemalan  mar¬ 
ket,  improper  packaging,  and  agents  incompetent  to  study  the  needs  of  the 
Guatemalans.22  The  commission  abbreviated  its  Central  American  stay 
because  of  the  outbreak  of  hostilities  when  El  Salvador  resisted  the  Guate¬ 
malan  Union  decree  with  force  and  because  it  was  content  with  its  success¬ 
ful  visits  to  Costa  Rica  and  Guatemala. 

The  commission's  "General  Recommendations"  to  the  U.S.  govern¬ 
ment  drew  upon  visits  to  Costa  Rica  and  Guatemala,  published  informa¬ 
tion  from  the  other  three  Central  American  states,  and  correspondence 
with  U.S.  consular  agents.  Its  final  report  called  for  an  effective  navy  and 
merchant  marine,  a  speedy  solution  to  the  question  of  interoceanic  com¬ 
munication,  and  an  extension  of  the  U.S.  railway  system  to  Central  and 
South  America.  William  Curtis  insisted  that  Latin  America  could  alleviate 
U.S.  labor  unrest  and  absorb  commodity  surpluses,  especially  if  communi¬ 
cation  and  transportation  improvements  were  made,  and  suggested  that 
U.S.  tariff  policy  would  have  to  accommodate  Latin  American  needs.23  The 
commission  educated  North  Americans  about  Latin  America  and  played  a 
role  in  preparing  the  American  political  scene  for  the  1889  Pan  American 
Conference. 

The  unrelenting  world  economic  crisis  of  1873-1898,  and  the  U.S. 
"overproduction"  crisis  of  those  years  nudged  American  businessmen,  po¬ 
litical  leaders,  and  intellectuals  toward  social  imperialism  in  the  form  of  an 
Open  Door  hypothesis.  The  United  States  needed  more  trade,  cheaper  raw 
materials,  security  of  communications,  and  even  migration  outlets  so  that 
businessmen,  laborers,  and  investors  of  capital  could  seek  short-term  profit. 
Some  of  the  more  advanced  sectors  of  the  U.S.  economy,  such  as  the  railroad 
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industry,  even  sought  investment  opportunities  abroad.  When  U.S.  entre¬ 
preneurs  went  abroad,  however,  they  encountered  sharpened  competition 
from  the  metropole  states  of  Europe,  which  was  frequently  assumed  to  have 
a  political  or  national  security  dimension.  Keener  commercial  competition 
increased  the  fear  among  politicians  and  businessmen  that  the  potential 
canal  routes  might  be  lost  to  the  United  States.  Blaine,  motivated  in  part  by 
political  and  security  concerns,  regretted  that  Nicaragua  had  tried,  unsuc¬ 
cessfully,  to  induce  the  European  powers  to  grant  protection  for  the  canal 
enterprise  because  Europe  had  not  consulted  American  states  during  the 
Suez  negotiations.  Whether  the  focus  was  economic,  political,  or  strategic, 
U.S.  leaders,  convinced  that  economic  opportunities  were  essential  to  the 
nation's  well-being,  were  unwilling  to  accept  foreign  presence  near  the 
isthmian  transit  routes.24 

D.  W.  Herring,  the  U.S.  consul  in  Tegucigalpa,  argued  that  the  isthmian 
transit  was  of  graver  concern  to  the  United  States  than  to  the  European 
powers  because  European  commercial  superiority  could  not  last  in  the  New 
World.  "When  the  United  States  becomes  fully  developed,"  he  noted,  "there 
[will  be)  as  much  need  for  her  to  seek  foreign  markets  for  her  surplus  as  the 
need  that  now  exists  in  these  overdone  countries"  of  Europe;  for  this  reason, 
the  United  States  would  have  to  root  its  policy  in  panamericanism.  William 
Curtis  recognized  the  need  to  continue  to  expand  hemispheric  awareness  of 
the  mutual  benefit  to  be  derived  from  closer  commercial  ties.  He  expected 
that  the  "grand  excursion"  planned  for  the  panamerican  conference  dele¬ 
gates  in  1889 — a  forty-day  tour  of  industrial  and  agricultural  America — 
would  make  the  Latin  Americans  better  aware  of  U.S.  economic  power  and 
also  induce  North  Americans  to  become  more  energetic  in  pursuing  Latin 
American  business.  Curtis  talked  of  mutuality,  but  he  expected  Latin 
Americans  to  be  awestruck  with  the  U.S.  economy.  Both  Herring  and  Curtis 
chided  U.S.  leaders  for  slighting  the  strategic  and  economic  value  of  the 
Caribbean  and  Central  American  regions.25 

Rising  interest  in  the  Pacific  also  focused  attention  on  the  canal  areas. 
Missionaries,  U.S.  naval  officers,  and  merchants  stressed  the  value  of  tran¬ 
sit  to  a  large  audience  in  the  United  States.  Since  the  French  were  at  work 
on  a  canal  in  Panama,  Costa  Rican  officials  emphasized  the  need  for  a  canal 
in  Nicaragua.  Nicaraguan  diplomat  Enrique  Guzman  requested  the  1889 
conference  to  consider  the  advantages  of  panamericanizing  a  Nicaraguan 
canal.  When  Nicaragua  solicited  a  European  guarantee  for  the  neutrality  of 
the  canal,  Costa  Rican  diplomat  Perez  Zeledon  advised  Blaine  that  his 
government  had  to  discuss  the  canal  in  Europe  in  order  "not  to  remain 
behind"  Nicaragua.  Costa  Rica  preferred  to  solicit  U.S.  advice  on  this 
delicate  matter  before  acting.  Zeledon  believed  that  "Blaine  was  absolutely 
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ignorant  of  Nicaragua's  conduct"  in  negotiating  with  European  powers 
about  the  canal.  Blaine  insisted  that  the  United  States  "would  never  con¬ 
sent  to  the  states  of  Europe  injecting  themselves  .  .  .  [into]  an  American 
canal  in  any  form  other  than  purely  commercial,  because  ...  it  would  never 
suit  the  United  States  to  be  equal  to  those  [powers]  because  of  the  impor¬ 
tance  of  U.S.  interests  on  the  Atlantic  and  Pacific  coasts."  Blaine,  anxious 
for  all  Latin  American  states  to  share  his  view,  solicited  Zeledon's  concur¬ 
rence.  Zeledon,  acting  without  instructions,  had  carefully  avoided  any 
compromise  of  Costa  Rica's  position.  He  had  explored  U.S.  views,  placed 
Nicaragua  in  a  bad  light,  and  gained  "the  sympathies  of  a  man  so  important 
in  this  administration  as  Mr.  Blaine."26  Discussion  of  an  isthmian  canal 
resurrected  U.S.  distrust  of  European  activity  in  the  transit  area. 

The  U.S.  government  frequently  proposed  panamericanism  to  counter 
European  economic  and  transit  incursions.  It  rejected  regional  Latin  Ameri¬ 
can  cooperation  as  a  satisfactory  counter  weapon  to  European  incursions 
because  regional  agencies  might  also  limit  U.S.  penetration.  The  Mexican 
minister  to  the  United  States,  Matias  Romero,  discovered  that  Blaine  re¬ 
tained  his  ideas  on  close  interamerican  relations  and  was  unwilling  to 
support  Central  American  union.  The  U.S.  opposition  to  union  was  under¬ 
standable  if  disturbing.  Any  form  of  cooperation  among  the  Central  Ameri¬ 
can  states,  Romero  recognized,  undermined  Blaine's  panamericanism  and 
thus  promoted  Mexican  interests  in  Central  America.27  The  more  effec¬ 
tively  the  Latin  American  states  could  deal  with  their  own  problems, 
individually  or  collectively,  the  less  inclined  they  would  be  to  join  a  pan- 
american  movement  headed  by  the  northern  colossus,  the  United  States. 

After  the  1883-1885  depression,  U.S.  lobbying  groups,  firms,  and  indi¬ 
viduals— including  pressure  groups  like  the  St.  Louis  Exchange,  the  Los 
Angeles  Board  of  Trade,  and  the  San  Francisco  Chamber  of  Commerce — 
maneuvered  persistently  to  link  the  U.S.  economy  to  Asia  and  Latin  Amer¬ 
ica.  The  lure  of  the  Asian  market  became  more  compelling  as  the  world 
economic  crisis  deepened,  but  the  poverty,  distance,  and  cultural  differ¬ 
ences  of  the  Asian  market  did  not  promise  the  cheap,  quick  opportunities 
the  Latin  American  market  appeared  to  offer.  New  Orleans's  development 
of  the  fruit  trade  and  U.S.  domination  of  Central  American  railroads  high¬ 
lighted  the  profitability  of  Latin  American  opportunities,  especially  those 
in  the  Caribbean  region.  U.S.  leaders,  influenced  by  contemporary  geopolit¬ 
ical  thought,  viewed  Central  America  as  a  focal  point  for  trade  throughout 
the  Pacific  basin.  In  1887,  Democratic  Secretary  of  State  Thomas  Bayard 
argued  that  the  nation's  increased  interests  in  Central  America  elevated  the 
concern  of  the  government  and  society  whenever  disorder  occurred  in 
Central  America.28 
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Central  American  affairs  became  intertwined  with  domestic  U.S.  pol¬ 
itics  in  the  1888  election.  The  Republican  platform  accused  President 
Grover  Cleveland's  administration  of  neglecting  the  Monroe  Doctrine  and 
permitting  foreign  influence  and  trade  to  obtain  a  firm  footing  in  Central 
America.  The  Republicans  criticized  the  Democrats  for  failing  to  give  ade¬ 
quate  support  to  the  Nicaraguan  canal  project,  which  they  said  was  indis¬ 
pensable  for  expanding  trade  relations  with  the  west  coast  of  the  New  World 
and  with  the  whole  Pacific  Ocean  area.  The  Cleveland  administration's 
response  was  to  have  Secretary  Bayard  call  for  a  panamerican  congress  to 
meet  in  1889. 29 

The  1888  conference  call  quickly  stimulated  resistance  from  Guate¬ 
mala  and  from  the  European  diplomats  in  Central  America.  Guatemalan 
officials  were  upset  because  the  United  States,  displeased  with  Guatemala's 
stance  in  a  boundary  dispute  with  Mexico,  had  not  invited  Guatemala  to 
the  congress.  For  a  while,  the  Guatemalan  foreign  ministry  threatened  to 
maneuver  to  defeat  the  congress,  but  ultimately  Guatemala  was  mollified 
and  invited.  The  European  diplomats  were  displeased  for  another  reason. 
They  considered  the  congress  a  step  toward  undermining  European  politi¬ 
cal,  economic,  and  transit  roles  in  the  New  World.  "In  order  to  oppose 
permanently  the  U.S.  plans  which  threatened  all  European  trade  interests 
in  Central  America,"  German  Minister  Werner  von  Bergen  found  it  "neces¬ 
sary  to  improve  in  every  possible  way  the  atmosphere  among  the  five  free 
states  and  to  prepare  them  for  union."  The  French  minister  in  Central 
America  believed  that  the  projected  panamerican  customs  union  would 
injure  all  European  commercial  interests,  and  said  he  also  expected  the 
Latin  American  republics  to  recognize  its  disadvantages  to  them.30  The 
European  diplomats,  however,  were  unable  to  convince  their  own  govern¬ 
ments  that  a  major  danger  existed. 

Prior  to  the  1889  Pan  American  Conference,  many  U.S.  interest  groups 
informed  the  State  Department  about  the  need  for  economic  ties  with  Latin 
America.  They  suggested  a  variety  of  specific  steps  and  general  policies 
aimed  at  creating  a  panamericanism  profitable  for  U.S.  entrepreneurs.  The 
Chicago  and  Richmond  Chambers  of  Commerce  and  the  American  Short- 
Horn  Breeders  wanted  better  communications  links  so  that  U.S.  wheat 
could  penetrate  Latin  America  and  U.S.  breeding  steers  could  replace  Euro¬ 
pean  ones.  The  Los  Angeles  Board  of  Trade  insisted  that  liberal  subsidies  to 
establish  first-class  mail  routes  were  vitally  necessary  for  increasing  trade. 
It  argued  that  "all  the  Central  and  South  American  States,  as  well  as  Mexico 
and  our  own  country,  should  share  in  the  subsidies."  Although  it  was  the 
U.S.  economy  that  desperately  needed  the  steamship  lines,  the  Los  Angeles 
Board  concluded  that  a  Latin  American  state  could  be  seduced  to  subsidize 
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the  lines  by  promise  of  growth  and  wealth,  or  by  sufficient  bribes.31  U.S. 
interest  groups  commonly  mentioned  an  improved  steamship  service  as 
vital  to  trade  expansion. 

Other  interest  groups  in  the  United  States  mentioned  the  need  for  a 
common  currency,  standardized  commercial  regulations,  or  facilities  for 
commercial  loans.  The  Los  Angeles,  National,  and  Omaha  Boards  of  Trade 
encouraged  a  New  World  coinage  based  upon  silver,  a  New  World  product. 
The  New  Haven  Chamber  of  Commerce  wanted  commercial  regulations,  a 
standardization  of  port  fees,  invoices,  sanitation,  weights,  measures,  and 
trademarks.  The  Los  Angeles  Board  of  Trade  also  supported  an  American 
customs  union.  The  Produce  Exchange  of  Chicago  asked  Blaine,  again 
secretary  of  state,  to  undertake  the  necessary  steps  to  divert  the  huge  flow  of 
Latin  American  banking  and  office  supplies  from  European  sources  to 
North  American  merchants.32  Many  interest  groups  alleged  that  adopting 
one  or  two  key  policies  would  greatly  increase  trade. 

The  Commercial  Exchange  of  Philadelphia,  a  national  lobbying  agency, 
presented  a  whole  program  of  changes  to  overhaul  U.S. -Latin  American 
commercial  relations.  It  recommended  that  the  1889  Pan  American  Con¬ 
gress  consider  direct  telegraphic  communication  with  the  export  centers  of 
South  America,  an  interamerican  commercial  bank  for  exchange,  uniform 
port  duties,  uniform  classification  and  valuations  of  merchandise,  commer¬ 
cial  reciprocity,  universal  establishment  of  U.S.  weights,  measures,  and 
patent  law,  free  courts  of  admiralty  in  large  ports,  arbitration  of  difficulties 
without  European  interference,  extradition  for  nonpolitical  offenses,  a  Nic¬ 
araguan  canal  free  of  European  interference,  and  "direct  rapid  communi¬ 
cations"  between  the  several  countries.  The  Commercial  Exchange  con¬ 
demned  subsidies  to  shipping  lines,  but  encouraged  "proper  and  generous" 
compensation  for  mail  lines  and  the  removal  of  charges  against  vessels 
engaged  in  commerce.  It  encouraged  a  tariff  policy  aimed  at  establishing 
U.S.  domination  and  rewarding  U.S.  capital  that  ventured  into  Latin  Amer¬ 
ica.  The  Commercial  Exchange  favored  reciprocity,  calling  for  the  free 
admission  into  the  United  States  of  unmanufactured  materials  from  Latin 
America  in  return  for  free  entry  into  Latin  America  of  U.S. -manufactured 
and  processed  goods.  It  was  the  only  lobbying  organization  to  call  for  a  bank 
to  facilitate  the  exchange  of  commercial  paper,  as  a  step  necessary  to  in¬ 
crease  trade  (but  not  investment,  as  many  Latin  American  leaders  hoped).33 
In  fact,  all  the  lobbying  groups  placed  a  higher  priority  upon  perceived  U.S. 
needs  for  market  expansion  than  on  increased  investment  of  capital  in 
Latin  America's  infrastructure. 

In  mid- 1 889,  the  South  Carolina  politician  and  diplomat  William 
Henry  Trescott,  a  delegate  to  the  Pan  American  Conference,  counseled 
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Blaine  that  the  State  Department  should  plan  carefully  for  the  meeting.  He 
observed  that  none  of  the  seven  major  objectives  listed  in  the  State  Depart¬ 
ment's  circular  for  the  meeting  could  be  enacted  at  the  conference  itself, 
since  all  required  legislation  or  treaties.  The  conference  would  only  deliber¬ 
ate  and  formulate  recommendations.  Since  the  United  States  had  initiated 
the  conference,  he  assumed  that  the  other  nations  would  expect  it  to  offer 
specific  proposals.  The  first  consideration,  in  Trescott's  view,  was  whether 
the  U.S.  delegates  would  express  their  personal  views  or  those  of  the  U.S. 
government.  He  wondered  whether  the  government  had  arrived  at  a  definite 
position  on  the  various  questions.  Even  if  the  delegates  were  to  exercise 
their  own  judgment,  Trescott  said,  they  should  explore  areas  of  agreement 
and  distribute  specific  areas  of  responsibility  prior  to  the  conference.  He 
recommended  the  creation  of  a  special  bureau  to  gather  information,  to 
serve  as  liaison  with  the  delegation,  and  to  offer  coordination  and  transla¬ 
tions  to  the  delegation.34 

Two  items  on  the  conference  agenda,  arbitration  and  an  isthmian  ca¬ 
nal,  struck  Trescott  as  potentially  explosive,  because  conference  debate  on 
them  might  produce  unwanted  recommendations.  He  doubted  that  the 
United  States  would  submit  questions  of  vital  interest  to  "the  decision  of 
powers  holding  nothing  like  an  equality  of  power  and  not  impossibly  sub¬ 
ject  to  influences  not  friendly  to  our  interests."  Previous  U.S.  efforts  at 
friendly  intervention  in  Latin  America  had  not  produced  the  desired  result, 
and  arbitration  seemed  unlikely  because  there  were  pockets  of  hostility 
toward  the  United  States  in  Latin  America.  A  continental  arbitration  agree¬ 
ment  would  bring  into  question  matters  of  the  deepest  importance  to  the 
United  States,  such  as  the  interoceanic  canal: 

Upon  this  subject  we  have  declared  with  repeated  emphasis  our  finest 
policy.  Will  any  difference  of  opinion  between  us  and  any  Central 
American  or  South  American  power  induce  us  to  change  it?  And  even  if 
we  admitted  the  direct  interest  of  these  powers,  could  we  admit  the 
interference  of  this  interest  under  the  influence  of  those  European 
powers  with  which  their  commercial  relations  are  strongest?  We  ought 
not  to  conceal  from  ourselves  that  our  relations  with  our  Spanish 
American  neighbors  are  not  as  close  and  friendly  as  they  ought  to  be. 
They  are  suspicious. 

Given  the  significant  development  of  U.S.  interests  in  the  Pacific,  Trescott 
said  he  "did  not  think  a  theoretical  discussion  advisable"  on  the  inter¬ 
oceanic  transit  question.  In  the  vital  areas  of  arbitration  and  Central  Ameri¬ 
can  transit,  he  recommended  that  the  delegates  "should  be  controlled  and 
limited  by  the  specific  instructions  of  the  government."35 
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A  study  of  U.S.  trade  with  Central  America  prepared  by  a  Central 
American  diplomat  revealed  a  marked  increase  in  the  two  decades  before 
the  1889  conference,  but  U.S.  exports  to  the  area  had  actually  declined  (see 
Table  3.1).  New  regions  of  the  United  States,  principally  the  Midwest,  had 
begun  to  trade  agricultural  implements,  tools,  hardware,  shoes,  and  furni¬ 
ture,  but  European  goods  in  these  classes  were  cheaper.  The  generally 
superior  U.S.  quality  carried  a  higher  price  and  logically  would  require  a 
protected  market.  Among  poorer  consumers,  not  demanding  superior  in¬ 
trinsic  value  in  their  purchases,  "the  competition  offered  by  the  same 
articles  of  English,  French,  and  German  make  becomes  irresistible."  The 
study  concluded,  however,  that  "American  genius  and  mechanical  inge¬ 
nuity  overcomes  in  great  part  the  cheaper  labor  and  materials  of  the  Euro¬ 
pean  competitor,"  so  that  ultimately  U.S.  goods  will  compete  successfully 
in  foreign  markets.36  The  Pan  American  Conference  was  designed  precisely 
to  develop  facilities  to  exchange  U.S.  surpluses  of  superior  quality  goods 
and  processed  foodstuffs  for  Latin  American  raw  materials. 

In  addition  to  the  conference  calls  and  commissions  of  the  1880s, 
expositions  in  the  United  States  allowed  periodic  State  Department  action 
to  promote  panamericanism.  The  State  Department  budgeted  a  small  sum 
in  the  mid- 1880s  to  subsidize  the  transportation  of  exhibit  materials  from 
Central  and  South  America  to  the  World's  Industrial  and  Cotton  Centennial 
Exposition  at  New  Orleans  in  1884.  The  State  Department  issued  invita¬ 
tions  to  Atlanta's  Cotton  States  and  International  Exposition  (1891),  in¬ 
forming  its  diplomatic  and  consular  officials  that  "one  of  the  principal 
objects  of  the  Exposition  will  be  to  secure  closer  commercial  relations 
between  this  country  and  those  of  Central  and  South  America  and  Mexico 
and  the  West  Indies."  The  State  Department  supplied  funds  and  bureau¬ 
cratic  support  to  the  various  trade  fairs  held  in  the  late  nineteenth  and  early 
twentieth  centuries  for  the  purpose  of  promoting  closer  commercial  links 
with  Latin  American  states.37 

In  the  immediate  aftermath  of  the  Pan  American  Conference,  the 
Central  American  states  pursued  those  proposals  which  they  believed 
would  encourage  their  growth  and  development.  Between  1889  and  1898, 
there  were  interamerican  conferences  on  monetary  affairs,  a  railroad,  and 
banking.  U.S.  Minister  Lansing  Bond  Mizner  discerned  "a  reluctance,  or 
proverbial  delay,  on  the  part  of  these  [Central  American]  countries  to  coop¬ 
erate  with  us  in  the  grand  suggestions  of  the  International  [Monetary] 
Conference."  Costa  Rica,  Flonduras,  and  Nicaragua  agreed  to  send  delega¬ 
tions,  but  El  Salvador  expected  to  endorse  "whatever  action  is  taken  by  the 
majority  of  the  conference"  without  sending  delegates.  Guatemala  did  not 
reply,  probably  because  it  resented  U.S.  pressure  to  resolve  its  border  prob- 
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lems  with  Mexico.  Although  Manuel  Aragon  of  Costa  Rica's  National 
Bureau  of  Statistics  noted  that  financial  and  commercial  activity  would  be 
facilitated  with  a  panamerican  currency,  the  U.S.  government's  desire  for  a 
panamerican  monetary  agreement  received  a  cool  reception  in  Central 
America.38 

The  1889  conference's  recommendation  for  an  interamerican  railroad 
met  a  warmer  reception  in  Central  America.  The  Inter-Continental  Rail¬ 
road  Conference,  which  gathered  in  Washington  in  1891,  adopted  the  pro¬ 
posal  for  a  railroad  connecting  North  and  South  America.  The  State  Depart¬ 
ment,  fearing  that  speculators  would  gain  control  of  the  sale  of  land  near  the 
proposed  route,  warned  each  state  that  the  final  route  surveyed  should  be 
free  of  encumbrances  and  should  represent  the  "most  direct,  speedy  and 
economical  means  of  transportation  by  rail."  The  panamerican  railroad 
project  retained  support  until  about  1905  when  the  U.S.  automotive  and 
highway  construction  businesses  persuaded  key  domestic  groups  of  the 
superior  virtues  of  good  automobile  roads  throughout  the  New  World  in  an 
effort  to  expand  the  market  for  U.S.  cars.39 

In  1898,  a  meeting  of  Latin  American  countries  approved  the  idea  of 
founding  an  interamerican  bank  to  facilitate  trade.  Costa  Rican  officials 
were  enthusiastic:  Costa  Rican  diplomat  Joaquin  Bernardo  Calvo  endorsed 
the  idea  of  a  bank,  and  the  bureaucrat  Manuel  Aragon  considered  an  inter¬ 
american  bank  an  issue  of  "the  most  vital  importance  for  the  augmentation 
of  commercial  relations"  between  the  American  states.  While  granting  that 
all  American  nations  would  benefit,  they  recognized  that  the  major  stim¬ 
ulus  was  "the  necessity  which  the  United  States  had  to  assure  the  largest 
markets  for  its  overproduction";  they  argued  that  a  federally  chartered  bank 
would  facilitate  raising  the  capital,  and  Aragon  said  such  a  bank  would 
benefit  Costa  Rica  in  matters  of  exchange  and  currency  stabilization.  The 
French  consul  in  Costa  Rica  considered  the  bank  proposal  an  effort  to 
imitate  the  successful  economic  penetration  technique  of  the  Germans, 
and  he  warned  his  government  that  such  a  bank  might  drive  the  French  out 
of  Latin  American  markets  unless  France  responded  by  creating  a  similar 
financial  institution.40  While  Costa  Rican  officials  expected  a  commercial 
bank  to  finance  agricultural  exports  to  both  the  U.S.  and  the  European 
markets,  a  French  official  feared  that  it  might  redirect  Costa  Rican  trade 
away  from  France  and  Europe  and  toward  the  United  States. 

After  1890,  U.S.  businessmen  in  Latin  America  enjoyed  an  institu¬ 
tional  advantage  not  available  to  their  European  competitors.  U.S.  specula¬ 
tors  and  entrepreneurs  benefited  from  the  assistance  of  the  International 
Bureau  of  American  Republics,  whose  secretary,  William  Curtis,  frequently 
assisted  dubious  business  ventures  (of  North  American  origin)  because  he 


Conflicting  U.S.  and  Central  American  Economic  Priorities  :  95 


believed  the  purpose  of  the  panamerican  movement  was  to  resolve  U.S. 
internal  problems  by  penetrating  Latin  America.41  The  committees  estab¬ 
lished  by  the  bureau  inevitably  bore  titles  that  included  the  United  States 
plus  one  Latin  American  state,  never  two  Latin  American  states.  The  work 
of  these  committees  served  to  weaken  European  economic  ties  to  Latin 
America  as  well  as  ties  between  Latin  American  states. 

Some  European  states  responded  to  panamericanism  with  ethnic  or 
culturally  based  programs  of  their  own.  Spain  made  efforts  to  resurrect  its 
historical,  cultural,  and  linguistic  role.  La  Republica  of  Madrid  claimed 
that  the  Latin  American  states  were  torn  between  the  language  and  culture 
of  the  mother  country  and  the  modern  civil  and  political  system  of  the 
United  States.  France  and  Italy  also  emphasized  the  language  and  cultural 
heritage  they  shared  with  Latin  America.  The  American  promoter  and 
publicist  Francis  A.  Stout  suspected  that  the  Frenchman  de  Lesseps  in¬ 
spired  the  Hispanic  revival  in  Spain  to  encourage  a  Latin  union  sympathetic 
to  a  French  canal  at  Panama.  One  French  writer  argued  that  Hispanicism 
was  a  proper  response  to  U.S.  expansionism,  provided  Spain  could  assure  its 
sister  Latin  states  in  Europe — France  and  Italy — that  their  interests  were 
not  endangered.  French  society,  he  said,  expected  to  play  a  major  commer¬ 
cial  role  in  Latin  America,  and  Italian  society  had  sent  a  large  number  of 
emigrants  to  Latin  America.  The  Hispanic  movement  did  not  fare  well  in 
Central  America,  however.  The  German  charge  in  Guatemala,  for  example, 
claimed  that  no  Central  American  republic  took  a  serious  interest  in  the 
Madrid  Hispano-American  Congress.  In  his  opinion,  expressed  to  the  Ger¬ 
man  foreign  minister,  the  Central  American  states  wished  the  Hispanic 
movement  well,  but  U.S.  power  lent  panamericanism  a  prospect  for  mate¬ 
rial  benefit  that  Spain's  Hispanicism  could  not  provide.  Hispanicism  could 
offer  cultural  revitalization  in  language,  custom,  and  religion  to  Latin 
America's  elite,  but  it  offered  much  less  to  Indians,  blacks,  mulattoes, 
zambos,  and  mestizos.42  In  the  1890s,  other  Central  American  political 
leaders  had  similar  reservations  about  both  U.S. -sponsored  panamerican¬ 
ism  and  Spanish-inspired  Hispanicism. 

The  United  States  became  a  metropole  state  in  the  late  nineteenth 
century  when  it  developed  the  capability  of  incorporating  other  parts  of  the 
world  into  its  network  of  accumulation.  Latin  America,  and  most  imme¬ 
diately  the  Caribbean-Central  America  region,  was  an  obvious  and  vital 
candidate  for  such  incorporation,  given  the  increased  economic  need  to  find 
profitable  outlets  for  the  agricultural  surpluses  of  the  Midwest  and  the 
industrial  surpluses  of  the  Northeast.  As  used  by  the  U.S.  government, 
panamericanism  became  a  device  for  expanding  the  area  encompassed  in 
the  distorted  liberalism  of  the  U.S.  political  economy,  for  solidifying  the 
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U.S.  position  and  preserving  a  priority  relationship  in  Central  America  to 
the  detriment  of  competitive  European  metropole  powers.  While  other 
factors  in  addition  to  panamericanism  played  a  role,  three  decades  later  the 
United  States  did  dominate  the  export,  import,  and  foreign  capital  markets 
of  Latin  America. 


6 


Morality  and  Political  Purpose  in 

Theodore  Roosevelt's  Actions  in  Panama  in  1903 


Theodore  Roosevelt's  role  in  separating  Panama  from  Colombia  in  order  to 
obtain  a  favorable  canal  concession  for  the  United  States  has  attracted 
attention  for  almost  ninety  years.  Since  1 903,  various  historians  and  several 
contemporaries  of  Roosevelt  have  insisted  that  the  United  States  was  not 
officially  involved  in  the  Panamanian  revolt  of  1903,  and  is  therefore  im¬ 
mune  to  the  charges  of  ethically  unsavory  conduct.  Even  recently,  the 
historians  Frederick  Marks,  James  Vivian,  and  Richard  H.  Collin  have 
sought  to  mitigate  U.S.  responsibility  by  presenting  familiar  arguments. 
Marks  essentially  adopts  the  position  taken  by  Roosevelt  in  his  autobiogra¬ 
phy,  that  his  actions  were  morally  justifiable  because  Colombian  leaders 
acted  improperly  in  rejecting  the  Hay-Herran  canal  treaty.  Vivian  resurrects 
the  old  claim  that  although  Roosevelt  resorted  to  post  facto  braggadocio  to 
strengthen  his  public  image  as  a  forceful  leader,  in  reality,  he  had  nothing  to 
do  with  the  Panamanian  revolt.1 

Most  assessments  of  Roosevelt's  role  in  Panama's  revolution  and  the 
canal  treaty  of  1903  have  been  based  on  his  own  writings  and  on  those  of 
John  Hay,  William  Howard  Taft,  Elihu  Root,  and  other  high-ranking  as¬ 
sociates.  But  there  is  still  much  to  be  learned  from  the  papers  of  other 
associates  of  Roosevelt,  particularly  those  of  Francis  B.  Loomis,  John  B. 
Moore,  and  Frederick  Jackson  Turner.  Yale  political  scientist  Max  Farrand, 
present  in  1913  at  a  conversation  about  the  Panama  affair  between  Roose¬ 
velt  and  Harvard  historian  Archibald  C.  Coolidge,  sent  Turner  a  memoran¬ 
dum  based  upon  his  copious  notes.  Farrand's  memorandum  is  lost,  but 
Turner's  extensive  notes  (about  1,200  words)  and  frequent  quotations  from 
it  remain  a  major  and  hitherto  untapped  source  for  Roosevelt's  version  of 
his  role  in  the  affair.  An  examination  of  the  Turner-Farrand  notes,  along 
with  the  Loomis  and  Moore  materials,  should  enable  us  to  clarify  the  moral 
and  political  responsibility  of  the  Roosevelt  administration  in  the  Panama 
revolt.  The  question,  simply  put,  is  whether  Colombia's  alleged  miscon-  1 
duct— in  refusing  to  perfect  a  treaty  granting  the  United  States  the  right  to 
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build  a  canal  at  the  isthmus — freed  U.S.  decision  makers  from  moral  re¬ 
sponsibility  for  Colombia's  loss  of  sovereignty  over  Panama  and  justified 
high-handed  behavior  on  the  part  of  U.S.  officials.  A  reexamination  of 
Roosevelt's  role  in  the  Panama  revolution  of  1903  is  in  order. 

Since  the  1820s,  U.S.  administrations  and  leaders  of  the  political  econ¬ 
omy  have  frequently  demanded  control  over  any  isthmian  interoceanic 
transit  site.  In  the  1850s,  a  U.S.  firm  built  the  Panama  Railroad,  the  first 
transcontinental  transit  system  and  the  first  major  U.S.  investment  in  Latin 
America.  In  the  1870s,  President  Rutherford  B.  Hayes,  concerned  with  the 
development  of  the  United  States,  its  security  needs  in  the  Caribbean  area, 
and  its  future  expansion  in  Asia,  declared  that  the  Panama  isthmus  had  to 
be  considered  part  of  the  U.S.  shoreline.  Admiral  Alfred  T.  Mahan,  among 
others,  advocated  a  canal  as  a  strategic  necessity  for  the  worldwide  exercise 
of  U.S.  naval  power.  Roosevelt  had  long  argued  that  a  canal  was  essential  to 
the  security  and  well-being  of  U.S.  society.  Between  1897  and  1902,  Re¬ 
publican  administrations  twice  formed  special  committees  under  Admiral 
John  G.  Walker  to  investigate  the  transit  options.  For  many  years  Nicaragua 
had  been  the  favored  site,  but  the  Nicaraguan  and  Costa  Rican  governments 
remained  unwilling  to  grant  a  canal  treaty,  balking  at  what  they  considered 
inadequate  financial  compensation  and  at  the  insistence  that  U.S.  courts 
have  jurisdiction  in  the  canal  zone.  The  second  Walker  committee  decided 
that  Panama,  under  the  right  conditions,  offered  the  best  interoceanic  canal 
route.  From  the  late  1890s  through  1902,  Colombia  had  negotiated  several 
canal  treaties  with  the  United  States,  but  each  one  had  failed  perfection  and 
implementation.  Until  1902,  then,  the  U.S.  government  pursued  various 
avenues  in  search  of  a  satisfactory  canal  route.2 

When  Colombia  rejected  the  canal  treaty  with  the  United  States  in 
1901,  however,  Roosevelt  badgered  Colombia  about  unrelated  U.S.  claims, 
threatening  that  "if  payment  should  not  follow  in  the  quickest  time,  the 
United  States  would  find  itself  compelled,  regretfully,  to  take  armed  action 
against  Colombia."  Roosevelt  cited  the  need  for  isthmian  transit  to  justify 
harsh  actions  against  Colombia.3 

Treaty-making  involves  a  series  of  steps:  negotiation,  signing,  legisla¬ 
tive  approval,  executive  ratification,  and  exchange  of  ratified  treaties.  Any 
sovereign  state  has  the  right  to  interrupt  the  process  before  the  completion 
of  the  fifth  and  last  step.  Intriguingly,  Roosevelt  had  led  the  movement  in 
1900  to  persuade  the  Senate  to  defeat  the  first  Hay-Pauncefote  treaty  (which 
would  have  allowed  the  United  States  to  fortify  the  canal  zone  area)  after  it 
had  been  negotiated,  signed,  and  submitted  for  Senate  approval,  precisely 
the  kind  of  "jackrabbit"  activity  that  he  would  condemn  in  Colombian 
leaders  three  years  later.  In  both  instances  the  rupture  of  the  treaty  process 
was  legitimate.4 
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Whether  it  was  wise  for  Colombia  to  exercise  its  sovereign  right  to 
terminate  the  treaty,  however,  is  a  different  question.  In  June  1903  French 
promoter  Philippe  Bunau-Varilla  cabled  Colombian  President  Jose  Marro- 
quin  that  the  rejection  of  the  canal  treaty  left  the  United  States  with  two 
options:  to  build  a  canal  in  Nicaragua,  to  the  permanent  loss  of  Colombia; 
or  to  construct  a  Panama  canal  "after  secession  and  declaration  of  indepen¬ 
dence  of  the  Isthmus  of  Panama  under  protection  of  the  United  States,  as 
happened  with  Cuba."5  Given  Bunau-Varilla's  close  relationship  to  senior 
State  Department  officials  and  through  these  officials  with  Roosevelt,  his 
warning  to  Colombian  politicians  deserved  close  attention. 

As  the  tension  in  regard  to  the  Panama  canal  mounted,  both  Roosevelt 
and  Assistant  Secretary  of  State  Loomis  stressed  the  moral,  humanistic  role 
of  the  United  States  in  the  Caribbean  area.  In  July  1903  Loomis  highlighted 
the  values  of  liberty  and  education  while  downplaying  the  role  of  capital¬ 
ism:  "we  may  endeavor  to  Americanize  the  New  World  and  perhaps  the 
Old,  not  by  the  conquering  power  of  the  almighty  dollar,  not  by  manifesta¬ 
tions  of  force,  but  rather  by  the  dissemination  of  those  lofty,  civilizing 
agencies,  those  great  principles,  those  fine  ideals,  those  spiritual  forces 
upon  which  our  country  was  founded."  In  1903  President  Roosevelt  argued 
that  "our  growth  ...  is  beneficial  to  humankind  in  general.  We  do  not  intend 
to  assume  any  position  which  can  give  just  offense  to  our  neighbors.  Our 
adherence  to  the  rule  of  human  rights  is  not  merely  profession.  The  history 
of  our  dealings  with  Cuba  shows  that  we  reduce  it  to  performance."  The 
U.S.  performance  in  Cuba  did  not  terminate  massive  poverty,  90  percent 
illiteracy,  rampant  disease,  the  short  life  span,  or  an  underdeveloped,  cor¬ 
rupt,  and  foreign-controlled  and  dominated  political  economy.6  The  U.S. 
leadership  accepted  its  announced  humanitarian  objectives  as  evidence  of 
the  consequence  of  its  action. 

Roosevelt's  administration,  faced  with  the  probability  that  Colombia 
would  not  bow  to  the  needs  of  "higher  civilizations,"  developed  legal  and 
political  arguments  that  would  justify  more  aggressive  activity.  After  Co¬ 
lombia  refused  to  ratify  the  proposed  canal  treaty,  Roosevelt  was  given  such 
arguments  by  Columbia  University  law  professor  and  a  sometime  State 
Department  consultant  and  official,  John  Bassett  Moore.  Assistant  Secre¬ 
tary  of  State  Loomis  had  discussed  the  Colombian  situation  with  Moore  in 
early  August  and  requested  him  to  submit  his  ideas  in  written  form  for  the 
president's  consideration.  Moore  argued  that  the  United  States  could  pro¬ 
ceed  to  build  the  canal  under  a  "license  to  dig"  rather  than  a  formal  treaty. 
Abandoning  the  Panama  site  and  concluding  a  treaty  with  Nicaragua  and 
Costa  Rica  was,  in  his  view,  "a  supposition  that  [might]  serve  the  present 
purposes  of  diplomacy  but  certainly  not  those  of  permanent  policy.  If  the 
Panama  route  is  . . .  the  best  and  most  practicable  route  ...  it  is  the  one  that 
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we  should  have."  He  claimed  that  a  hundred  years  of  experience  had  demon¬ 
strated  that  private  enterprise  would  not  accomplish  the  project  without  a 
"responsible  guarantee  of  a  great  government."  His  argument  would  excuse 
almost  any  course  of  action,  since  "the  United  States,  in  undertaking  to 
build  the  canal,  does  a  work  not  only  for  itself  but  for  the  world."7  "Higher 
civilization"  had  issued  Moore's  "license  to  dig." 

Moore  unveiled  various  legal  arguments  to  sustain  a  unilateral  U.S. 
decision  to  build  at  Panama.  He  grounded  his  case,  however,  in  distortions 
of  fact  and  misrepresentations  about  U.S.  relations  with  Colombia  over  the 
fifty-seven  years  between  the  1846  U.S. -New  Granada  Treaty  and  the  1903 
crisis.  He  argued  that  article  3  5  of  the  1 846  treaty,  which  granted  the  United 
States  free  transit  over  the  isthmus  in  return  for  a  guarantee  of  New  Gra¬ 
nadan  sovereignty  there,  created  a  "partnership  in  sovereignty."  The  object 
of  the  treaty,  in  Moore's  tortured  logic,  became  a  canal,  although  the  treaty 
itself  never  mentioned  a  canal,  because  President  James  Polk's  message 
accompanying  the  treaty  to  the  Senate  speculated  that  the  route  seemed  "to 
be  the  most  practicable  for  a  railroad  or  canal."  He  even  conceded  that  the 
word  canal  had  not  been  mentioned  in  the  1846  treaty  because  "it  is  not 
probable  that  a  dozen  men  would  have  been  found  in  Congress  who  would 
have  sanctioned"  it,  yet,  he  interpreted  the  very  absence  of  the  word  as 
"proof"  that  the  United  States  wanted  the  canal.  He  concluded  that  Colom¬ 
bia's  right  to  request  U.S.  aid  to  keep  the  passage  open,  as  provided  for  in  the 
treaty,  "approached  the  point  of  making  [the  United  States]  the  responsible 
sovereign  on  the  Isthmus."  In  an  illogical  bombshell,  he  argued  that  since 
"the  United  States  has  for  more  than  fifty  years  secured  to  Colombia  her 
sovereignty  over  the  Isthmus,  for  the  mutually  avowed  purpose  of  main¬ 
taining  a  free  and  open  transit,  the  United  States  is  in  a  position  to  demand 
that  it  shall  be  allowed  to  construct  the  great  means  of  transit  which  the 
treaty  was  chiefly  designed  to  assure."8  Thus,  the  duty  to  protect  Colom¬ 
bian  sovereignty  became  the  right  to  annex  a  canal  site.  Ultimately,  then, 
Moore's  case  rested  on  mere  force. 

Moore  boldly  asserted  that  since  Colombia  had  benefited  from  the 
guarantee  of  its  sovereignty,  "she  is  therefore  not  in  a  position  to  obstruct 
the  building  of  the  canal."  He  argued  that  a  party  which  benefited  from  a 
contract  could  not  prevent  the  second  party  from  doing  whatever  it  pleased, 
even  outside  the  contractual  agreement,  to  obtain  a  reciprocal  benefit.  He 
had  discovered  a  right  to  build  a  canal  under  the  1846  treaty  in  the  revela¬ 
tion  that  over  the  years  U.S.  views  had  undergone  a  change.  Colombia's 
consent  to  the  change  was  not  required.  The  proper  step  was  to  enforce  the 
new  interpretation  of  the  treaty.  The  U.S.  government  possessed  a  "right  to 
require"  Colombia  to  grant  the  United  States  permission  to  operate  a  canal. 
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Moore's  final  argument  hinted  at  the  ominous  power  of  U.S.  exceptional- 
ism: 

The  position  of  the  United  States  is  altogether  different  from  that  of 
private  capitalists  who  .  .  .  are  altogether  subject  to  the  local  jurisdic¬ 
tion  and  who  .  .  .  may  be  required  to  tread  the  paths  of  ordinary 
litigation  and  establish  their  rights  before  the  tribunals  of  the  govern¬ 
ments  against  which  they  assert  them.  .  .  .  The  United  States  is  not 
subject  to  such  disabilities,  and  can  take  care  of  the  future. 

Exceptionalism  placed  the  U.S.  government  beyond  contract  and  interna¬ 
tional  laws.  This  characteristic  made  the  United  States  the  ideal  party  to 
build  the  canal.9  Similar  ideas  and  phrasing  which  occurred  in  the  publicity 
campaign  in  the  summer  and  fall  of  1903,  which  the  French  canal  interests 
conducted  to  encourage  the  sale  of  their  rights,  underscored  the  shared 
vision  and  responsibility  of  the  U.S.  participants  in  the  drama. 

Moore's  memorandum  had  a  profound  impact  upon  Roosevelt  and 
others  who  read  it.  Moore  recalled  that  shortly  after  composing  the  memo¬ 
randum,  he  had  been  called  to  Roosevelt's  Sagamore  Hill  residence.  Roose¬ 
velt  indicated  his  intention  to  abandon  negotiations  with  Colombia  and,  if 
Panama  should  revolt  and  form  an  independent  government,  to  recognize 
the  new  government.  When  Moore  pointed  out  that  Roosevelt's  intention 
was  contrary  to  normal  U.S.  diplomatic  policy,  Roosevelt  added  that  he 
would  grant  recognition  to  Panama  "under  proper  circumstances."10 

The  Moore  memorandum  was  shared  with  people  outside  the  admin¬ 
istration  whose  objectives  were  considered  friendly  to  U.S.  goals.  Bunau- 
Varilla  and  Loomis  communicated  frequently  in  the  summer  and  fall  of 
1903  and  met  whenever  Bunau-Varilla  was  in  Washington.  Loomis  probably 
informed  Bunau-Varilla  of  Moore's  memorandum  and  even  of  specific  argu¬ 
ments.  Loomis  may  have  allowed  Bunau-Varilla  to  read  the  memo,  for  in 
September  1 903  Bunau-Varilla  used  phrasing  and  ideas  similar  to  Moore's  in 
an  article  in  Le  Matin  (Paris,  circulation  of  about  350,000).  Bunau-Varilla 
claimed  his  article  had  a  significant  impact  because  Le  Matin  reached 
sectors  of  France  normally  unfriendly  to  U.S.  acquisition  of  the  Panama 
Canal  route.  In  Bunau-Varilla's  view,  Roosevelt's  character  prevented  him 
from  initiating  construction  of  the  canal  at  the  "wrong  place,"  or  "against 
the  antagonistic  forces  of  nature,"  or  in  "an  impossible  way,  of  which 
the  obligatory  failure  would  be  an  everlasting  reproach  to  his  administra¬ 
tion."11  Bunau-Varilla  echoed  the  views  that  Roosevelt,  Moore,  and  Loomis 
shared  regarding  the  desirability  of  building  in  Panama  instead  of  Nic¬ 
aragua. 

If  the  canal  could  not  be  built  in  Nicaragua,  Roosevelt  had  the  options 
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mentioned  in  the  Le  Matin  article:  to  wait  for  a  revolt  in  Panama,  or,  using 
Moore's  logic,  to  "enforce  the  treaty  of  1846."  Bunau-Varilla  presumed  that 
Roosevelt  would  not  wait  long  for  a  Panamanian  revolt.  He  observed:  "It  is 
infinitely  probable  that  the  explosion  of  [Panamanian]  sentiment  will  only 
take  place  if  it  should  receive  financial  subsidy  and  a  moral  pledge  that  the 
new  government  will  be  recognized  by  America  and  protected  from  Colom¬ 
bia's  soldiers  immediately  after  the  proclamation  of  independence."  Bunau- 
Varilla,  along  with  Panamanian  politician  and  future  president  Manuel 
Amador  Guerrero  and  Amador's  associates,  planned  a  revolt  with  only 
limited  U.S.  involvement.  Bunau-Varilla  proposed: 

There  will  be  room  for  a  Roosevelt  doctrine  . . .  perfecting  and  complet¬ 
ing  the  Monroe  Doctrine.  The  right  of  protecting  the  South  American 
interests  against  European  interference  .  .  .  will  have  to  be  counter¬ 
balanced  by  . . .  the  right  of  protecting  the  European  (and  North  Ameri¬ 
can  interests)  against  South-American  interference.  The  superior  right 
of  free  circulation  is  a  universally  recognized  principle.  .  .  .  America 
cannot  allow  one  of  the  nations  she  protects  to  [extort  from  the  whole 
world  by  withholding  its  transit].  The  right  of  protection  involves  the 
duty  of  policing. 

Bunau-Varilla's  language  anticipated  the  Roosevelt  corollary.  Although  Co¬ 
lombia  had  allowed  road  and  railroad  crossing  of  the  isthmus,  Bunau-Varilla 
borrowed  Moore's  reasoning  to  denounce  that  country  for  blocking  "free 
circulation."  Forcing  acceptance  of  a  canal  had  become  a  duty.12 

Moore's  papers  refer  to  other  documents  that  suggest  improper  conduct 
on  the  part  of  the  United  States.  One  of  these  was  a  cable  from  acting 
Secretary  of  the  Navy  Darling  to  the  commander  of  the  U.S.S.  Nashville — 
sent  several  days  before  any  uprising  occurred — to  proceed  under  sealed, 
secret  orders  to  Colon  (Colombia)  and  to  prevent  the  "landing  of  any  armed 
force  with  hostile  intent,  either  Government  or  insurgent,"  and  even  to 
prevent  the  landing  of  government  troops  before  an  insurrection  occurred, 
if  the  commander  judged  such  a  step  might  precipitate  a  conflict.  "These 
instructions,"  Moore  observed,  "referred  to  an  apprehended  uprising  on  the 
Isthmus  of  Panama."  Other  vessels  sailed  under  similar  instructions  to 
protect  Panama  City.  On  November  3,  before  any  insurrection,  Darling 
cabled  the  naval  commanders  of  other  ships  at  the  isthmus:  "In  the  inter¬ 
ests  of  peace  make  every  effort  to  prevent  Government  troops  at  Colon  from 
proceeding  to  Panama.  The  transit  of  the  isthmus  must  be  kept  open  and 
maintained."  One  puzzled  naval  officer  at  Panama  wanted  to  know  by  what 
authority  he  should  keep  Colombian  troops  from  landing  on  Colombian 
soil  (in  peacetime  and  in  the  absence  of  a  civil  disturbance).  On  Novem- 
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ber  4,  with  the  success  of  the  revolt  still  in  doubt,  the  U.S.  navy  was 
instructed  to  silence  some  Colombian  artillery.  When  the  United  States 
became  aware  of  possible  danger  to  Colombian  sovereignty  on  the  isthmus, 
rather  than  warn  that  government,  U.S.  officials  denied  it  the  option  of 
dealing  with  the  threat  on  its  own.13 

The  complicity  went  beyond  the  navy  to  State  Department  officials. 
Moore  wrote  that  on  November  3  the  U.S.  consul  at  Panama  telegraphed 
the  State  Department  several  hours  before  the  revolt:  "No  uprising  yet 
reported.  Will  be  in  the  night.  Situation  is  critical."  Less  than  a  day  after 
the  revolt,  he  expressed  alarm  over  the  prospect  that  Colombian  soldiers 
might  attempt  to  restore  order.  A  telegram  from  Amador  to  Secretary  of 
State  John  Hay,  sent  within  hours  after  the  revolt  started,  began:  "Isthmus 
independence  proclaimed  without  bloodshed.  Canal  treaty  saved."  Appar¬ 
ently,  Amador  presumed  that  he  and  Hay  were  jointly  in  the  business  of 
saving  the  canal  treaty. 14  In  addition  to  the  moral  responsibility  evident  in 
these  documents,  and  in  the  correspondence  of  the  political  advisers  close 
to  Roosevelt  (notably  Moore  and  Loomis),  the  archives  of  the  State  and 
Navy  Departments  bear  abundant  record  of  small  acts  that  served  U.S. 
objectives. 

U.S.  officials  were  hard  pressed  to  find  even  an  inferior  argument  in 
international  law  that  would  justify  the  U.S.  action.  The  1846  treaty  justi¬ 
fied  U.S.  troops  entering  the  isthmus  only  in  order  to  protect  Colombian 
sovereignty  or  to  keep  the  transit  lane  open.  When  U.S.  officials  decided 
that  an  appeal  to  the  1846  treaty  was  unconvincing  as  justification  for 
destroying  Colombian  sovereignty,  they  resorted  to  arguments  outside  in¬ 
ternational  law.  They  appealed  to  a  higher  law,  the  rights  of  a  superior 
civilization,  or  world  benefits.  Hay  stated:  "The  United  States  sought  to 
keep  the  isthmus  open  for  the  benefit  of  world  commerce.  Landing  of 
Colombian  troops  with  hostile  intent  to  protect  their  national  soil,  at  this 
time  would  render  our  task  more  difficult."  His  words  implied  that  the 
substitution  of  U.S.  for  Colombian  troops  would  restore  order  and  preserve 
authority  on  the  isthmus.  The  U.S.  forces,  however,  were  not  used  to 
preserve  Colombian  sovereignty,  but  to  help  destroy  it.  The  U.S.  govern¬ 
ment  expected  the  Panamanian  revolutionaries  to  concede  a  canal  treaty  on 
advantageous  terms.  When  they  balked,  U.S.  officials  and  Bunau-Varilla 
warned  the  Amador  government  that  if  it  did  not  sign  the  treaty,  the  United 
States  would  probably  withdraw  protection  and  negotiate  a  canal  pact  with 
Colombia.15  U.S.  officials  were  prepared  to  protect  any  government  willing 
to  sign  a  canal  treaty  advantageous  to  U.S.  purposes. 

After  the  Roosevelt  administration  had  obtained  the  signed  canal 
treaty,  Latin  American  and  U.S.  observers  widely  condemned  the  U.S.  role. 
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Roosevelt  called  upon  Moore  to  aid  in  creating  a  post  facto  legal  defense.  To 
protect  his  reputation  as  an  international  lawyer,  Moore  recorded  that  "in 
regard  to  these  sudden  transactions  [quick  U.S.  recognition  and  the  canal 
treaty]  I  naturally  was  not  consulted  nor  was  any  part  of  the  President's 
ensuing  annual  message  sent  to  me  for  consideration."  He  also  distanced 
himself  from  the  misreadings  of  his  first  memorandum  which  had  inspired 
Roosevelt's  action.  Moore  professed  to  discover,  after  the  Panama  revolt, 
that  "the  'legalistic'  views  were  inappropriate."  A  witticism  credited  to 
Attorney  General  Philander  Knox  epitomized  the  mentality  in  the  cabinet: 
"Oh,  Mr.  President,  do  not  let  so  great  an  achievement  suffer  from  any  taint 
of  legality."16 

A  week  after  the  revolt,  Moore  completed  a  second  Panama  Canal 
memorandum  which  aimed  at  justifying  the  seizure.  He  reconfirmed  the 
tortured  and  specious  arguments  of  the  first  memorandum.  He  repeated 
that  "the  prime  object  of  this  treaty  was  not  only  to  secure  a  safe  and 
unobstructed  transit  across  the  Isthmus  of  Panama,"  but  "above  all  things 
else  to  assure  the  construction  of  an  interoceanic  canal."  He  admitted  that 
in  1846  there  was  no  intention  to  build  a  canal,  but  contended  that  because 
the  U.S.  government  had  assumed  "an  onerous  protective  relationship  to¬ 
wards  the  Isthmus"  in  1846,  it  was  entitled  to  such  an  intention  and  could, 
without  consulting  Colombia,  change  the  agreement  and  enforce  its  altered 
view.  As  for  the  hasty  recognition  of  the  Amador  government,  Moore  sim¬ 
ply  claimed  that  diplomatic  recognition  of  a  foreign  power  was  nothing 
more  than  acknowledging  a  de  facto  government,  which  was  "not  an  un¬ 
common  thing."  He  did  not  mention  the  fact  that  the  1846  treaty  restricted 
the  U.S.  right  to  recognize  another  sovereign  power  over  the  isthmus.17 

Moore  went  even  further.  To  assure  a  proper  legal  and  moral  stance,  he 
asserted  that  "the  present  administration  is  entirely  free  from  any  connec¬ 
tion  with  the  recent  revolutionary  movement  on  the  Isthmus  of  Panama." 
This  was  more  than  disingenuous.  Navy  and  State  Department  correspon¬ 
dence,  with  which  he  was  familiar,  clearly  demonstrated  a  U.S.  connection. 
He  was  probably  convinced  that  no  one,  at  that  time,  could  actually  prove 
U.S.  support  of  the  Amador  revolt.  Moreover,  his  earlier  memorandum  had 
described  forceful  intervention  as  a  viable  alternative.18 

Although  historians  have  acknowledged  the  activity  of  Bunau-Vanlla 
in  Washington,  they  have  usually  focused  on  his  lobbying  work  for  the 
French  New  Panama  Canal  Company.  Loomis,  for  example,  often  met  with 
Bunau-Varilla.  He  arranged  at  least  one  meeting  for  Bunau-Vanlla  with  Hay 
(October  16)  and  two  with  Theodore  Roosevelt  (on  October  9  and  29). 
Historians  have  described  the  October  9  meeting  between  Roosevelt  and 
Bunau-Varilla  and  the  Loomis-Bunau-Varilla  meetings  in  some  detail,  but 
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the  October  29  meeting  has  remained  obscured  until  now.  Since  Bunau- 
Varilla,  Roosevelt,  and  John  Bigelow  have  all  left  traces  of  a  meeting  be¬ 
tween  Bunau-Varilla  and  Roosevelt  in  their  memoirs,  historians  have  as¬ 
sumed  that  Bunau-Varilla's  October  9  conversation  with  Roosevelt  and  his 
frequent  meetings  with  Loomis,  including  one  on  October  29,  gave  him  the 
insight  to  wire  Amador  and  the  revolutionaries  on  October  30  to  revolt  as 
planned  on  November  3  because  the  United  States  was  sending  a  ship  to 
prevent  Colombian  interference.  Although  Loomis  and  Roosevelt  denied 
instigating  steps  to  aid  the  revolutionary  forces,  and  Bunau-Varilla  claimed 
that  the  hot  tip  came  from  Loomis,  the  Farrand-Turner  notes  reveal  that  at 
the  October  29  meeting  Roosevelt  himself  spoke  in  thinly  veiled  language 
to  Bunau-Varilla  about  the  fact  that  a  warship  could  prevent  Colombian 
reinforcements  from  interfering  with  the  revolutionaries.  With  this  appar¬ 
ent  assurance  ringing  in  his  ears,  Bunau-Varilla  wired  Amador's  revolution¬ 
ary  group  to  act. 19  His  intimate  connections  with  the  Roosevelt  administra¬ 
tion  convinced  him  that  the  revolutionaries  would  be  protected  if  they 
revolted  on  November  3,  1903. 

On  January  23,  1913,  Theodore  Roosevelt  and  Archibald  C.  Coolidge 
conversed  at  the  Harvard  Club  in  New  York  about  the  U.S.  role  in  the 
Panama  revolt  of  1903  and  in  particular  about  Roosevelt's  meeting  with 
Bunau-Varilla  on  October  29,  1903.  Max  Farrand  listened  to  and  took  notes 
of  this  exchange.  Immediately  afterward,  he  wrote  a  memorandum  of  the 
conversation,  which  he  soon  sent  to  Frederick  Jackson  Turner,  adding  that 
it  was  confidential  and  must  be  returned.  Turner  outlined  the  document 
and  copied  important  passages  before  returning  it  to  Farrand.  Unfortu¬ 
nately,  the  memorandum  has  been  lost;  the  Max  Farrand  Papers  at  the 
Huntington  Library  do  not  contain  a  copy.  The  only  record  of  this  conversa¬ 
tion  is  Turner's  notes  of  Farrand's  typescript.20 

According  to  the  Farrand-Turner  notes,  Coolidge  understood  that 
Bunau-Varilla 

supplied  [Manuel]  Amador  with  $50,000  and  Ajmador]  went  to  Panama 
to  start  the  Revolution].  He  had  no  direct  intercourse  or  understanding 
with  the  U.S.  government.  What  he  wanted  was  to  create  a  situation  of 
which  the  U.S.  w[oul]d  not  fail  to  take  advantage.  Colombia  c[oul]d 
have  crushed  the  Revolution]  unless  U.S.  w[oul]d  prevent  the  Colom¬ 
bian]  soldiers  from  landing.  Things  went  along  for  a  while  and  Amador 
wired  B[unau]-V[arilla]  that  everything  was  O.K.  'Send  Yacht.'21 

Bunau-Varilla  was  puzzled  until  he  recalled  that  in  South  American  revolu¬ 
tionary  parlance,  yacht  meant  man-of-war. 
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Coolidge  recalled  that  Bunau-Varilla  had  convinced  him  during  a  con¬ 
versation  in  Paris  that  the  Panamanians  would  not  have  revolted 

unless  they  were  assured  of  U.S.  support.  So  Bunau-Varilla  went  to 
Washington.  He  talked  to  John  Bassett  Moore  and  one  or  two  others 
who  would  be  sure  to  report  the  matter  to  the  president.  [Note:  Bunau- 
Varilla  mentioned  Moore  who  was  not  a  U.S.  government  official  but 
suppressed  mention  of  meetings  with  Roosevelt  and  Loomis  on  Octo¬ 
ber  29.]  In  his  conversations  with  these  men  [Moore  and  the  others)  he 
confident[ially]  predicted  a  revolution  in  Panama  [and  urged  sending  a 
war  vessel).22 

According  to  Coolidge,  "when  [Moore]  asked  how  he  [Bunau-Varilla]  knew 
this,  he  replied  that  he  had  seen  the  same  thing  happen  during  Cleveland's 
administration,  and  [not  wishing  to  reveal  the  sources  of  his  information — 
possibly  Loomis]  never  mind  how  he  knew!  He  offered  to  bet  any  amount 
that  his  prediction  would  come  true  within  a  week."  He  then  wired  Ama¬ 
dor:  "Yacht  has  been  sent."  Coolidge  continued  his  version  as  follows.  The 
next  day's  papers  noted  that  the  Nashville  had  departed  Jamaica  under 
sealed  orders.  Then  the  United  States  prevented  Colombian  troops  from 
suppressing  the  rebellion.  Amador,  not  trusting  Bunau-Varilla,  wanted  to 
negotiate  and  sign  the  treaty  and  delayed  appointing  Bunau-Varilla,  who 
cabled  "all  is  lost  unless  act[ion]  taken  immediately."  Reluctantly,  Amador 
authorized  Bunau-Varilla  to  sign  a  preliminary  agreement.  Bunau-Varilla 
met  Amador  with  a  signed  agreement  that  was  acceptable  to  Hay.23  This 
version  of  Roosevelt's  role  in  the  Panamanian  revolt,  put  forth  by  Bunau- 
Varilla  and  accepted  by  Coolidge,  suggested  little  official  U.S.  involvement. 

After  Coolidge  finished,  Roosevelt  supplied  "corrections,"  particularly 
to  the  latter  part  of  Coolidge's  story.  According  to  the  Farrand-Turner  notes, 

[Roosevelt  insisted  he]  had  [been]  kept  accurately  informed  of  con- 
d[itio]ns  in  Pan[ama].  .  .  .  Mr.  R[oosevelt]  accordingly  knew  that  a 
revolution]  was  practically  sure  to  break  out  in  Panama.  .  .  .  Mr. 
R[oosevelt]  wanted  the  Revolution]  to  come  after  the  U.S.  elections  in 
November  and  before  Congress  met  in  December.  It  was  a  case  for 
quick  decisive  action  not  for  talk.  He  did  not  even  want  the  members  of 
his  cabinet  present  [when  meeting  with  Bunau-Varilla],  .  .  .  Everything 
depended  on  the  U[nited]  S[tates]  keeping  out  the  Colombian  troops. 
Mr.  R[oosevelt]  said  it  was  not  a  case  of  his  giving  the  signal  but  of 
raising  his  foot.  .  .  .  [At  least  three  revolutions  were  in  preparation: 
Bunau-Varilla's  and  Amador's,  New  York  lawyer  Nelson  Cromwell's, 
and  a  filibustering  expedition.]  Mr.  R[ooseveltj  considered  B[unau] 
Vjarilla]  the  best  of  the  lot.  ...  It  was  pretty  evident  that  he  was 
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indirectly  representing  the  French  stockholders  and  he  had  money  to 
use  when  needed.  Tjheodore]  R[oosevelt]  and  Coolidge  both  thought  he 
had  been  speculating  on  stocks.24 

Roosevelt  assured  Coolidge  that  he  was  regularly  informed  of  Loomis's 
talks  with  Bunau-Varilla  and  had  met  with  the  Frenchman.  Roosevelt  knew 
that  U.S.  forces  had  to  prevent  Colombian  reinforcements  from  landing  for 
the  revolt  to  have  a  decent  chance  of  success. 

In  the  second  meeting,  according  to  Roosevelt's  recollection,  "B[unau] 
Vfarilla]  predicted  a  revolution  in  Panama  and  said  he  would  like  to  know  if 
the  U.S.  would  prevent  Colombian  troops  from  landing."  Roosevelt  said  he 
could  not  answer  that.  Then  Bunau-Varilla  asked,  "will  you  protect  Colom¬ 
bian  interests?"  To  which  Roosevelt  replied:  "I  cannot  say  that.  All  I  can  say 
is  that  Colombia  by  her  action  has  forfeited  any  claim  upon  the  U.S.  and  I 
have  no  use  for  a  government  that  would  do  what  that  government  has 
done."  Bunau-Varilla  rose  and  departed  at  once.  After  he  left,  Roosevelt 
ordered  troops  sent,  but  the  revolution  succeeded  before  the  troops  actually 
landed.  As  in  the  case  of  the  Mexican  War,  the  U.S.  government  welcomed 
an  excuse  to  do  what  it  intended  to  do  in  any  event.  The  Farrand-Turner 
notes  summarized  Roosevelt's  version  as  follows: 

When  Mr.  R[oosevelt]  was  preparing  his  message  to  Congress  a  few  days 
before,  he  had  drafted  a  paragraph  recommending  the  seizure  of  the 
Canal  Zone  if  necessary.  Mr.  Rjoosevelt]  did  not  want  the  Revolution  to 
come  off  in  advance  of  the  election  for  fear  of  the  effect.  It  came  off  a 
few  days  before  the  election  but  he  was  able  to  delay  the  news  of  his 
[recognition]  of  Panama  until  it  was  too  late  to  make  any  political 
capital  of  it.  .  .  .  [Later,]  when  the  cabinet  came  back  Mr.  Rjoosevelt] 
said  to  Flay  and  Root  he  was  satisfied  that  ethically  he  was  right,  and 
that  it  was  up  to  them  to  defend  his  action  legally  and  constitutionally. 
When  Hay  and  Root  presented  their  report  Mr.  Roosevelt  said  he  was 
surprised  to  find  how  constitutionally  (legally)  he  had  acted.25 

When  Roosevelt,  defending  his  position  in  the  cabinet,  referred  to  the 
paragraph  asking  for  the  seizure  of  the  canal  route,  Root  made  his  famous 
remark:  "Excellent,  the  defense  is  complete.  To  clear  yourself  of  a  charge  of 
seduction,  you  confess  to  rape!"26 

Although  neither  Roosevelt  nor  Bunau-Varilla  were  particularly  reli¬ 
able  sources,  there  is  no  special  reason  to  suspect  that  Roosevelt,  in  a 
private  conversation  after  the  1912  presidential  election,  would  construct 
an  elaborate  distortion  of  the  second  meeting  with  Bunau-Varilla  and  other 
related  events.  Moreover,  there  is  corroborative  evidence:  Bunau-Varilla 
had  some  U.S.  assurances  behind  his  cable  of  October  30,  1903,-  Moore's 


io8  :  The  United  States  in  Central  America 


first  memorandum  urged  action  to  seize  the  canal  route  if  necessary;  and 
Roosevelt  repeatedly  made  public  condemnations  of  Colombian  officials 
and  their  government.  Roosevelt's  story  in  the  Farrand-Turner  version  may 
contain  poetic  license  and  faulty  recollection,  but  it  is  consistent  with  the 
activities  and  viewpoints  of  the  officials  involved  in  the  events  of  late 
October  and  early  November  1903. 

In  the  Farrand-Turner  notes,  Roosevelt  admitted  to  extensive  knowl¬ 
edge  of  revolutionary  preparations  in  Panama.  Fie  also  admitted  to  manip¬ 
ulating  news  of  the  Panamanian  revolt  so  that  it  would  not  interfere  with 
the  fall  elections.  FFe  obtained  reliable  information  of  revolutionary  activity 
from  Loomis's  frequent  meetings  with  Bunau-Varilla,  and  deliberately  re¬ 
jected  the  option  of  warning  Colombia.  Instead,  his  administration  used  the 
information  about  a  likely  revolt  to  conspire  and  plot  with  one  revolution¬ 
ary  faction. 

Despite  his  later  claims,  Roosevelt  was  not  pursuing  a  humanistic  and 
moral  course  to  aid  Panamanians  and  the  world.  His  own  account  revealed 
little  knowledge  of  precisely  which  group  he  was  supporting  or  what  objec¬ 
tives  that  group  strove  for.  His  indifference  to  the  Amador  group's  goals 
undermined  any  claim  for  idealism  as  a  motivating  force  behind  his  deci¬ 
sion.  He  probably  assumed  that  life  would  be  better  for  Panamanians  under 
U.S.  protection,  but  that  assumption  derived  more  from  nationalistic  pre¬ 
sumptions  about  U.S.  culture  than  from  an  analysis  of  the  forces  at  play  in 
Panama. 

Roosevelt's  world  view  acknowledged  a  struggle  for  civilization  among 
superior  and  backward  peoples  (Roosevelt  shifted  frequently  between  racial 
and  ethnic  definitions  of  "people"),  with  the  superior  ultimately  winning 
by  conquest,  war,  and  bloodshed.  The  use  of  violence  was  acceptable  be¬ 
cause  the  superior  peoples  bore  the  civilizing  mission.  Social  Darwinian 
theory  was  troubled  with  the  internal  contradiction  of  a  static  hierarchy  of 
"superior"  peoples  involved  in  an  ongoing  struggle  which  implied  change  in 
the  social  order.  Despite  Roosevelt's  denial  of  social  Darwinian  views,  he 
advocated  a  world  view  rooted  in  a  constant  struggle  among  nations  and  a 
hierarchy  of  civilized  states.  His  vision  waivered  between  a  persistent  strug¬ 
gle  and  a  static  social  order.27 

Roosevelt's  insistence  upon  the  rights,  even  duty,  of  all  superior  so¬ 
cieties  to  use  force  in  assuming  the  "white  man's  burden"  can  be  inter¬ 
preted  most  meaningfully  as  a  planned,  conscious  policy.  Roosevelt  (and 
Marks)  accepted  his  actions  as  moral.  Roosevelt's  morality,  however,  was 
derived  from  an  ahistorical  application  of  social  Darwinism  which  was 
independent  of  traditional  morality.  The  rules,  values,  and  prohibitions  of  a 
moral  order  could  not  apply  if  the  exception  (the  United  States)  was  the 
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measure  of  man's  value.  Like  many  progressives,  Roosevelt's  assumptions 
of  U.S.  civilizing  superiority  were  based  on  a  self-evaluation  of  material  and 
institutional  success,  yet  the  perceived  superiority  was  transferred  to  areas 
of  moral  and  social  values.28  There  is  no  convincing  evidence  that  U.S. 
society  around  1900  was  the  measuring  rod  for  human  values. 

In  the  heat  of  the  turmoil  surrounding  the  U.S.  role  in  the  Panama 
revolution,  Loomis,  Moore,  and  Hay  created  arguments  that  justified  U.S. 
action  as  moral  and  wise.  Loomis,  conveniently  overlooking  the  U.S.  rejec¬ 
tion  of  the  first  Hay-Pauncefote  treaty  two  years  earlier,  declared  that  Co¬ 
lombia's  rejection  of  the  canal  treaty  was  "in  the  nature  of  an  unfriendly 
act."  He  leaned  upon  an  "eminent  international  jurist"  [Moore]  who  argued 
that  the  purpose  of  the  1 846  treaty  was  interoceanic  transit  and  "above  all  to 
secure  the  construction  of  an  interoceanic  canal."  He  borrowed  Moore's 
argument  that  "Colombia  could  not .  . .  refuse  to  enter  into  a  proper  [canal] 
arrangement  with  the  United  States  .  .  .  without  violating  the  spirit  and 
substantially  repudiating  the  obligations  of  a  treaty,  the  full  benefits  of 
which  she  [Colombia]  had  enjoyed  for  over  fifty  years."  The  United  States, 
however,  had  enjoyed  free  and  unhindered  transit  over  the  isthmus  railroad 
since  the  early  1850s.  Both  nations  had  gotten  what  the  treaty  offered  until 
it  was  unilaterally  discarded.  And,  of  course,  this  treaty  never  mentioned  a 
canal.29 

In  addition  to  interpreting  the  treaty  advantageously,  U.S.  officials 
were  concerned  with  the  matter  of  secession.  Moore  tried  to  "remove  from 
the  minds  of  many  people  the  idea  that  there  is  a  parallel  between  the 
revolution  in  Colombia  and  the  secession  of  the  Confederate  States  .  .  .  and 
that  our  recognition  of  Panama  is  an  endorsement  of  the  secession  princi¬ 
ple."  Moore  claimed  that  the  United  States  refused  to  let  Colombian  troops 
land  to  defend  their  territory  because  they  would  precipitate  "civil  war  and 
disturb  for  an  indefinite  period  the  free  transit  which  we  are  pledged  to 
protect."  Yet  Hay  insisted  that  Panama  had  freely  formed  a  government  and 
received  U.S.  protection.  Hay  did  not  trust  the  leadership  of  the  new  Pan¬ 
amanian  government,  and  proposed  reaching  a  satisfactory  treaty  with 
Bunau-Varilla  because  he  doubted  that  Amador  would  be  as  agreeable.  Hay 
feared  that  Amador  might  "very  likely  mix  things  up,  or  at  the  least  might 
delay  them."30 

Searching  desperately  for  an  argument  to  silence  domestic  criticism, 
Loomis  raised  the  specter  of  impending  foreign  intervention  to  justify  the 
U.S.  role  in  Panama's  revolt.  Six  weeks  after  the  crisis,  Loomis  argued 
weakly  at  the  Quill  Club  that  the  United  States  had  landed  the  marines 
only  to  preserve  order  and  quash  a  foreign  threat  in  the  form  of  a  French 
landing  party.  In  fact,  the  French  government  had  repeatedly  assured  the 
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United  States  that  it  would  not  intervene  on  behalf  of  the  canal  company.31 
But  for  those  who  doubted  that  the  United  States  had  intervened  to  protect 
civilization  or  Colombian  sovereignty,  Loomis  conjured  up  marines  who 
stymied  a  French  military  intervention  and  saved  the  Monroe  Doctrine. 

U.S.  intelligence  regarding  the  isthmus  never  indicated,  even  con¬ 
fidentially,  that  it  expected  French  interference  in  that  region.  U.S.  offi¬ 
cials  were  concerned  only  with  the  potential  resistance  of  Colombian 
forces  in  Panama.  Roosevelt's  deepest  concern,  before  and  after  the  revolt, 
was  finding  a  way  to  justify  an  aggressive  role  on  the  isthmus.  He  circulated 
Moore's  memoranda  among  policymakers  in  the  State  Department  and  the 
White  House.  Moore's  views  influenced  Roosevelt  and  Loomis  and  reached 
Bunau-Varilla,  who  used  Moore's  arguments  and  the  euphemism  "to  en¬ 
force  the  treaty  of  1846"  in  his  publications  in  Paris.  Roosevelt  was  reg¬ 
ularly  informed  of  the  Loomis-Bunau-Varilla  meetings  which  facilitated 
cooperation  between  the  French  canal  company,  people  linked  to  the  Pan¬ 
ama  insurgent  forces,  and  the  White  House. 

Roosevelt  clearly  had  the  information  he  needed  to  undertake  covert 
intervention  in  the  Panamanian  revolt  against  Colombia.  The  Farrand- 
Tumer  notes  described  Roosevelt's  significant  role  in  the  events  of  late 
1903,  and  indicated  that  the  Amador  revolutionary  faction  communicated 
with  the  U.S.  government  through  Bunau-Varilla.  This  collusion  cannot 
surprise  any  student  of  turn-of-the-century  U.S.  foreign  relations,  latent 
with  ideas  and  attitudes  derived  from  social  Darwinism,  ethno-cultural 
superiority,  and  progressive  haste  to  establish  an  ordered,  efficient,  and 
predictable  world.  It  is  necessary  to  keep  in  mind  that  Colombia's  action  did 
not  endanger  U.S.  institutions,  society,  or  existence.  Moore,  Loomis,  Hay, 
and  Roosevelt  all  had  favored  a  pragmatic  policy  of  expansion,  widely 
shared  in  the  progressive  years,  to  extend  and  protect  a  superior  society.32 
None  of  them  revealed  any  fundamental  moral  concern  or  sensitivity  to 
justice  (as  opposed  to  legality)  in  the  quest  for  power,  glory,  and  a  nar¬ 
rowly  conceived  image  of  national  well-being  and  security.  The  pay-off  they 
sought  was  the  U.S. -Panama  canal  treaty  and  a  client  state. 


7 


The  World  Economic  Crisis,  Racism,  and 
U.S.  Relations  with  Central  America,  1893-1910 


The  state  of  the  world  economy  in  the  global  depression  of  1873-1898 
posed  serious  problems  for  all  industrial  states.  The  "age  of  imperialism," 
the  late  nineteenth  and  early  twentieth  centuries,  reflected  the  expansion¬ 
ism  that  most  industrial  states  undertook  to  resolve  the  internal  social 
disorders  that  accompanied  the  recurring  crises.  The  expansionism,  how¬ 
ever,  involved  more  than  a  search  for  markets  for  industrial  goods,  for  raw 
materials,  or  for  investment  opportunities.  The  industrial  states  sought  to 
bolster  their  domestic  life  style  with  exotic  products,  to  control  world 
communications,  and  to  dominate  larger  portions  of  the  world  labor  sys¬ 
tem.  The  isthmian-Caribbean  region,  an  American  Mediterranean,  prom¬ 
ised  to  facilitate  U.S.  socioeconomic  stability  by  expanding  the  area  of  the 
free-market  economic  activity.1  In  the  process  of  incorporating  the  Carib¬ 
bean  into  the  U.S.  economy,  entrepreneurs  would  establish  new  labor  rela¬ 
tions. 

A  fundamental  characteristic  of  the  imperialism  associated  with  lib¬ 
eral,  free-market  expansion  was  the  implementation  of  metropole  control 
over  peripheral  labor.  This  control  manifested  itself  in  exploitation  in  colo¬ 
nial  mines  or  plantations  or  the  transfer  of  peripheral  or  metropole  labor  to 
areas  of  exploitation.  From  the  mid-nineteenth  century  until  the  Great  War, 
tens  of  millions  of  permanent  or  long-term  Asian  and  European  migrants 
traveled  the  world  oceans.  Territorial  or  financial  expansionist  schemes 
resulted  in  the  Western  industrial  states  acquiring  control  over  scores  of 
millions  of  laborers.  Other  millions  made  short-term  or  seasonal  migra¬ 
tions.2  Within  the  Caribbean  area,  the  migration  involved  several  hundred 
thousand  people  who  were  both  permanent  settlers  and  seasonal  workers.  A 
modest  number  of  U.S.  blacks  participated  in  the  migration.  They  moved 
into  Central  America,  beginning  in  the  depression  of  the  1890s,  and  worked 
on  the  construction  of  Guatemala's  Atlantic  coast  railroad. 

The  changing  role  of  the  United  States  in  Central  America  helped  mold 
the  approach  of  its  diplomats  to  the  incidents  involving  American  blacks. 
The  presence  of  the  blacks  was  related  to  an  expansive,  imperial  society 
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that  faced  domestic  problems  related  to  altered  accumulation  processes,  a 
sharpened  division  of  labor,  the  mechanization  of  work,  and  unresolved 
internal  social  problems.  In  the  late  nineteenth  or  early  twentieth  cen¬ 
turies,  many  industrial  states  adopted  social  imperialism  to  transfer  domes¬ 
tic  problems  abroad.3 

Social  imperialism,  essentially  the  extemalization  of  internal  prob¬ 
lems,  worked  for  the  metropole  powers  because  they  could  more  easily 
squeeze  extra  profits  from  alien  labor  forces  than  from  domestic  ones.  An 
alien  labor  force  was  generally  inferior  to  domestic  labor  in  political  capac¬ 
ity — the  ability  to  use  the  family  or  other  kinship  group,  the  community,  or 
some  legal  institution  for  legitimate  protest.  The  alien  workers  were  vul¬ 
nerable.  The  United  States  and  each  Central  American  country  used  alien 
laborers  extensively  in  the  early  twentieth  century.  In  Guatemala,  Jamaican 
and  North  American  blacks  formed  an  alien  labor  force  scarcely  able  to 
protest  unjust  treatment.4 

Some  U.S.  blacks  in  Guatemala  became  ensnared  in  incidents  that 
assumed  large  proportions  and  which  are  instructive  about  the  relationship 
of  racism  to  imperialism.  The  blacks  who  fled  the  United  States  seeking 
work  could  normally  count  on  little  assistance  from  their  government. 
Occasionally,  however,  diplomats  or  businessmen  recognized  that  part  of 
the  future  of  U.S.  society  was  interwoven  with  the  fate  of  its  black  emi¬ 
grants.  In  such  cases,  wisdom  superseded  “virtue"  and  dictated  unusual 
courses  of  official  action  that  offered  some  degree  of  protection  to  black 
residents  abroad.5  Thus  some  blacks  tied  to  Guatemala's  Atlantic  coast 
railroad  received  the  mixed  blessing  of  State  Department  protection  when  a 
series  of  incidents  between  blacks  and  Guatemalan  officials  threatened  to 
spread  and  thus  injure  U.S.  white  enterprises.  The  State  Department  acted 
within  a  general  policy  of  bringing  Central  America  into  its  sphere  of 
influence  during  an  era  when  expansion  abroad  was  viewed  as  necessary  to 
guarantee  stability  and  prosperity  at  home.6 

In  the  late  nineteenth  and  early  twentieth  centuries,  as  the  bankruptcy 
rate  rose  and  signs  of  profitability  sunk,  U.S.  capitalists  maneuvered  to 
assure  their  ability  to  accumulate  wealth.  They  resorted  to  pools,  trusts, 
holding  companies,  and  government  regulatory  agencies  in  an  effort  to 
bring  order  and  predictability  to  their  business  world.  Entrepreneurs  en¬ 
ticed  European  immigrants  to  the  United  States  as  a  cheap  labor  force  and 
used  ethnocentric  policies  to  weaken  and  divide  labor,  thus  facilitating  its 
exploitation.  Stability  in  the  economy  and  cheap  labor  promised  larger 
entrepreneurial  profits.7  U.S.  entrepreneurs  sought  to  exploit  external  land, 
labor,  and  capital  in  order  to  achieve  the  pre-crisis  expectations  of  ac¬ 
cumulation. 

The  southern  states,  in  a  colonial  relationship  to  the  Northeast,  faced 
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devastating  losses  in  the  economic  downturn.  The  South  used  jim  crowism, 
the  exclusion  of  blacks  from  labor  unions,  the  sharpening  of  tenant  farming 
and  sharecropping  practices,  and  Booker  T.  Washington's  accommodation 
through  economic  submission  to  preserve  the  exploitation  of  blacks.  The 
increased  exploitation  of  blacks  raised  the  level  of  social  conflict.  Joel 
Williamson,  in  describing  the  period  from  1889  to  1915  as  one  of  the  two 
"hot  times"  in  southern  race  relations,  has  affirmed  C.  Vann  Woodward's 
focus  upon  the  racial  turmoil  of  the  1890s.  In  this  period  society  redefined 
the  place  of  blacks  in  order  to  hinder  their  capacity  to  defend  their  political 
and  economic  rights  and  thus  to  facilitate  their  exploitation.8 

Blacks  were  often  the  targets  of  manipulation  to  satisfy  white  objec¬ 
tives.  In  the  decades  after  the  Civil  War,  white  politicians  in  both  parties 
manipulated  black  desires  to  escape  bad  memories  of  the  South  in  order  to 
serve  the  objectives  of  white-dominated  political  factions.  North  American 
domestic  policies  increasingly  persuaded  alienated  southern  blacks  to  seek 
escape.  Black  dreams  of  escaping  the  exploitation  included  the  back-to- 
Africa  movements,  a  colonization  scheme  planned  for  Mexico,  and  "black 
towns"  in  Oklahoma  and  elsewhere.  Around  1900,  some  white  entrepre¬ 
neurs  offered  southern  blacks  the  opportunity  to  dig  a  canal  in  Panama,  to 
build  railroads  in  Guatemala,  or  to  work  elsewhere  in  Central  America.9 

The  U.S.  government's  desire  for  better  treatment  of  North  Americans 
abroad  was  sharpened  by  the  rapid  entrepreneurial  penetration  of  Guate¬ 
mala.  Around  the  turn  of  the  century,  U.S.  entrepreneurs  dominated  Guate¬ 
mala's  railroad  system,  the  United  Fruit  Company  monopolized  fruit  expor¬ 
tation,  and  a  variety  of  investment  syndicates — the  Windsor  Trust,  the 
Young  syndicate,  the  Seligman-Keith  group,  and  the  "American"  syndi¬ 
cate — were  struggling  to  obtain  financial,  mining,  and  business  opportu¬ 
nities  in  Guatemala.  Among  the  interested  parties  listed  in  these  various 
syndicates  were  a  score  of  individuals  and  firms  of  considerable  reputa¬ 
tion:  August  Belmont,  Cornelius  Vanderbilt,  Adolph  Stahl,  Minor  Keith, 
Schwartz  and  Co.,  Seligman  and  Co.,  United  Fruit,  Speyer  and  Company, 
and  executive  officers  from  Brown  Brothers  and  Co.,  Germania  Life  Insur¬ 
ance,  U.S.  Steel  Corporation,  Vermont  Copper,  Maitland,  Coppel  and  Co., 
Lee,  Fiigginson  and  Co.,  International  Metals  Co.,  Commercial  National 
Bank  of  Washington,  D.C.,  and  Consolidated  Coal.  U.S.  investment  in 
Guatemala  increased  from  6  million  dollars  in  1897  to  36.5  million  in 
1 9 14. 10  To  encourage  such  imposing  individuals  and  firms  to  pursue  invest¬ 
ment  and  financial  projects  in  Guatemala,  the  State  Department  had  to 
maintain  a  climate  of  respect  for  entrepreneurs  and  capitalists. 

Although  U.S.  economic  interests  in  Guatemala  dated  from  1823,  the 
entrance  of  U.S.  capital  in  appreciable  quantities  did  not  occur  until  after 
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liberal  revolutions  of  1861  in  the  United  States  and  1871  in  Guatemala. 
Earlier,  Guatemala  had  attracted  only  modest  amounts  of  foreign  capital, 
mostly  in  merchant  ventures  led  by  the  British  with  some  Spanish,  French, 
German,  and  Belgian  participation.  After  the  1871  revolution,  Guatemalan 
liberals  stressed  communications  development  to  give  its  coffee  producers 
access  to  the  world  market  and  to  facilitate  what  they  hoped  would  be 
Guatemala's  avenue  to  wealth  and  prosperity.  The  cumbersome  market 
route  by  sailing  out  of  Pacific  ports  and  around  Cape  Horn  hindered  the 
expansion  of  Guatemalan  coffee.  Several  Atlantic  coast  railroad  projects  in 
the  1870s  and  1880s  had  failed  for  lack  of  funds.  The  1885-1897  upswing  in 
world  coffee  prices  stimulated  the  demand  for  an  Atlantic  coast  railroad, 
and  in  the  mid- 1 890s  a  determined  Guatemalan  president  used  forced  loans 
to  draft  national  capital  for  the  project.  The  railroad  and  other  development 
projects  attracted  foreign  capital  to  Guatemala,  most  evidently  from  U.S. 
and  German  investors.  The  State  Department,  aware  that  Guatemala  had 
traditionally  not  attracted  U.S.  businessmen,  sought  to  create  conditions 
that  would  encourage  North  American  capitalists  to  dominate  the  eastern 
area  of  Guatemala.11 

Both  U.S.  and  Guatemalan  elites  had  long  histories  of  racial  bias  linked 
to  labor  exploitation.  Guatemalans  had  always  assumed  that  the  Atlantic 
railroad  would  open  up  the  vast  eastern  lowlands  to  economic  develop¬ 
ment.  Although  Guatemalan  officials  resorted  to  forced  Indian  labor  to 
implement  the  developmental  schemes  aimed  at  exploiting  the  lowlands, 
the  Indians  were  neither  willing  nor  skilled  workers.  When  the  Indian 
population  alone  proved  inadequate,  railroad  entrepreneurs  turned  to  Irish, 
Jamaicans,  Chinese,  and  U.S.  blacks  to  supply  the  labor.  U.S.  officials 
encouraged  the  projects.  Many  U.S.  entrepreneurs  and  charlatans  entered 
Central  America  to  investigate  economic  opportunities.  The  wish  of  these 
capitalists  for  reliable  and  culturally  acceptable  workers,  and  the  U.S.  econ¬ 
omy's  persistent  high  unemployment,  encouraged  some  laborers  to  seek 
employment  in  Central  America.  Both  U.S.  and  Guatemalan  officials  and 
businesses  were  prepared  to  use  blacks  in  the  Caribbean  area  in  almost  any 
way  that  seemed  to  offer  profit.12 

In  the  years  after  1900,  some  of  these  black  workers  became  involved  in 
incidents  that  produced  special  cases  for  consuls  and  diplomats.  The  State 
Department  employed  individuals  whose  values  and  perspectives  were 
shaped  by  elite  attitudes,  customs,  and  education  which  encompassed  race 
and  class  hierarchies.  Thus  State  Department  responses  to  incidents  involv¬ 
ing  North  American  citizens  revealed  the  same  perspectives  on  race  and 
class  found  in  domestic  progressivism.  Complaints  of  U.S.  blacks  against 
abuses  by  Guatemalan  officials  posed  a  dilemma  for  white  diplomats: 
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though  racially  prejudiced,  they  had  to  extend  some  protection  to  black 
Americans  because  they  did  not  want  Central  Americans  to  become  ac¬ 
customed  to  pushing  North  Americans  around.13 

The  prospect  of  black  immigrants  settling  in  Central  America  had  long 
enticed  some  Central  Americans  with  visions  of  agricultural  development 
and  material  progress,  yet  it  also  troubled  them  with  fears  of  racial  and 
cultural  decline  and  even  loss  of  independence,  since  the  work  of  U.S. 
economic  intervention  was  being  done  by  blacks.  In  the  1880s,  U.S.  Consul 
D.  W.  Herring  suggested  that  North  America's  colored  population,  as  la¬ 
borers  and  settlers,  would  help  capture  "the  trade,  the  profits,  and  the 
advantages  arising  from  the  development"  of  Honduras;  he  was  especially 
sanguine  about  the  railroad  investment,  which  he  said  promoted  immigra¬ 
tion,  peace,  and  well-being.  In  1904,  French  Consul  Emile  Jore  worried  that 
the  United  States  might  export  "their  black  population  which  ought  to  be 
for  the  (Central  American  states]  a  veritable  danger"  to  their  independence. 
Central  American  societies  needed  agricultural  labor  for  development,  but 
they  feared  great  power  intervention.14 

As  the  United  States  aggressively  expanded  in  the  last  half  of  the 
nineteenth  century,  the  U.S.  government  redefined  its  duties  abroad  to 
promoting,  not  merely  protecting,  U.S.  penetration  abroad.  Rising  numbers 
of  businessmen  and  investments  abroad  increased  the  number  of  financial 
claims  that  were  potentially  valuable  weapons  against  host  countries.  The 
State  Department  linked  the  U.S.  economic  role,  visible  in  part  in  claims, 
to  its  political  objectives.15  Thus  U.S.  economic  penetration  generated 
tensions  that  required  a  constant  redefinition  of  U.S.  objectives  and  pol¬ 
icies.  In  general,  protection  of  U.S.  citizens  and  property — especially  in 
smaller,  peripheral  states — was  expanding  in  a  manner  that  limited  the 
host  country's  sovereignty.  U.S.  officials  were  often  involved  in  complicated 
citizenship  cases  in  which  claims  to  U.S.  citizenship  were  possibly  fraudu¬ 
lent.  Not  infrequently,  Latin  Americans  obtained  U.S.  citizenship  papers 
without  ever  setting  foot  in  the  United  States;  they  bribed  officials  or 
resorted  to  some  form  of  deceit.  When  a  naturalized  U.S.  citizen,  returning 
to  his  native  Guatemala,  complained  of  efforts  to  collect  forced  loans  and  to 
restrict  his  movements,  U.S.  Minister  Leslie  Combs  saw  "a  principle  of  the 
greatest  importance  involved  in  this  case  which  should  be  settled  at  once." 
The  principle  was  extensive  protection  for  anyone  carrying  a  U.S.  pass¬ 
port.16  In  the  early  twentieth  century,  the  argument  for  providing  more 
protection  for  U.S.  citizens  abroad  would  confront  the  culturally  uncom¬ 
fortable  reality  that  many  of  those  citizens  were  black. 

Despite  their  rhetorical  claims  of  fair  treatment  and  encouragement  of 
self-government,  U.S.  officials  frequently  challenged  the  authority  of  Cen- 
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tral  American  states  because  allowing  them  full  sovereignty  jeopardized 
U.S.  penetration.  After  two  Guatemalan  servants  of  the  U.S.  legation,  who 
did  not  have  diplomatic  immunity,  were  arrested  in  June  1905,  one  escaped 
and  returned  to  the  legation.  Disregarding  international  law,  Combs  chas¬ 
tised  the  Guatemalan  government  without  investigating  the  facts  of  the 
incident.  Relying  upon  the  power  imbalance,  he  informed  Guatemalan 
authorities:  "I  could  not  recognize  the  right  of  the  Government  to  arrest 
servants  of  the  Legation,  without  due  notification  and  consent  of  the  Lega¬ 
tion."17  He  considered  protection  to  Guatemalans  in  the  official  service  of 
the  United  States  vital  in  principle  because  businessmen  and  promoters 
were  entering  Guatemala  in  rapidly  increasing  numbers  around  1900,  and 
they  and  their  Guatemalan  employees  had  to  be  placed  beyond  disturbing 
interference  from  Guatemalan  officials. 

Combs's  concern  about  infringement  upon  the  rights  of  even  lowly 
U.S.  citizens,  like  blacks  and  naturalized  Hispanics,  persuaded  him  to 
advocate  policies  that  restricted  Guatemalan  sovereignty.  Although  the 
Guatemalan  constitution  clashed  with  "our  views,"  Combs  said,  "we  must 
insist  peremptorily  upon  the  recognition  of  the  property  and  personal  rights 
of  every  American  citizen."  He  hoped  to  induce  Guatemala  to  remove  "the 
important  conflict  now  existing  between  the  constitution  of  that  country 
and  the  principle  we  maintain."  He  was  conscious  that  exerting  strength 
"only  to  wound  the  susceptibilities  of  a  weaker  nation,  either  in  the  method 
or  substance  of  our  demands,  would  be  degrading  to  ourselves,  but  a  true 
service  is  rendered  if  we  can  lead  them  to  a  better  appreciation  of  individual 
rights  and  their  protection.  I  am  sure  a  firm,  frank  insistence  upon  our 
views  will  secure  the  desired  results  without  serious  friction,  but  a  failure 
to  insist  upon  this  position,  when  definitely  taken,  would  injure  our  pres¬ 
tige."  He  argued  that  Americans  arrested  under  Guatemalan  law  should  be 
tried  or  released  on  bail  within  twenty-four  hours.  The  U.S.  government 
agreed  in  principle,  but  warned  Combs  that  it  would  be  "impossible  to  bring 
the  accused  to  trial  promptly  with  a  due  regard  to  the  demands  and  interests 
of  justice"  in  the  United  States.  Combs  was  told  not  to  make  demands 
inconsistent  with  Guatemalan  laws,  its  constitution,  or  "the  actual  inter¬ 
ests  of  retributive  justice."18  But  both  Combs  and  the  State  Department 
assumed  that  U.S.  standards  should  determine  acceptable  Guatemalan  con¬ 
duct  and  procedures. 

In  practice,  U.S.  assertions  of  authority  in  Guatemala  observed  certain 
flexible  limitations.  In  1905  Secretary  of  State  John  Hay  informed  U.S. 
officials  that  a  corporation  was  considered  a  citizen  of  the  state  in  which  it 
was  chartered,  regardless  of  the  nationality  of  the  stockholders.  In  1907 
charge  William  Sands  was  asked  for  help  by  John  Thornton,  an  American 
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with  "an  enviable  reputation  for  business  integrity"  who  had  organized  a 
corporation  under  Guatemalan  law.  When  the  Guatemalan  government 
announced  its  intention  to  expropriate  some  of  Thornton's  property  in 
Puerto  Barrios,  Thornton  complained  that  since  he  could  not  obtain  the 
price  he  wanted  either  from  the  government  or  from  private  interests,  he 
faced  a  considerable  loss  unless  the  legation  intervened  on  his  behalf.  Sands 
expressed  regret  that  the  State  Department  prohibited  action  on  behalf  of 
U.S.  stockholders  of  foreign  corporations.  He  himself  wanted  to  exert  U.S. 
power  to  hinder  loss  for  a  business  venture.19 

However,  Hay's  strictures  did  not  prohibit  the  extension  of  good  offices 
on  behalf  of  U.S.  enterprises.  The  U.S.  government  wanted  an  environment 
attractive  to  business  interests.  It  welcomed  "the  exploitation  in  [Central 
America]  of  any  legitimate  beneficial  American  enterprises."  In  1909  the 
State  Department  permitted  Minister  William  Heimke's  "personal  unoffi¬ 
cial  good  offices"  on  behalf  of  Speyer  and  Company  and  United  Fruit  when 
those  firms  planned  jointly  to  exploit  some  financial  and  railroad  oppor¬ 
tunities  in  Guatemala.20  The  State  Department's  recognition  of  burgeoning 
U.S.  trade  and  investment  in  Guatemala  (and  elsewhere  in  Central  Amer¬ 
ica)  contributed  to  subtle  shifts  in  the  government's  official  role  in  the 
dealings  of  U.S.  corporations  with  their  host  countries. 

The  State  Department  had  to  exercise  vigilance  to  discover  practices 
that  would  undermine  the  confidence  of  the  growing  numbers  of  U.S. 
businessmen  abroad.  During  political  unrest  in  1907,  so  many  Americans 
were  called  before  the  Guatemalan  foreign  minister  and  allegedly  threat¬ 
ened  that  Sands  requested  Guatemala  to  issue  future  summonses  in  writ¬ 
ing.  In  addition,  he  instructed  the  consul-general  to  attend  the  interrogation 
of  each  American  summoned.  These  actions  clearly  infringed  upon  Guate¬ 
mala's  right  to  investigate.  In  1908,  he  complained  to  Guatemalan  Presi¬ 
dent  Manuel  Estrada  Cabrera  about  the  lack  of  protection  for  U.S.  citizens, 
citing  "numerous  instances  in  which  Americans  in  Guatemala  had  been 
victims  of  assault,  robbery,  or  murder"  and  "the  perpetrators  had  been 
protected."  He  warned  that,  if  Estrada  Cabrera  were  not  forced  to  make  a 
drastic  example,  "these  crimes  against  Americans  would  certainly  multi¬ 
ply."21  A  shield  against  the  undesirable  characteristics  of  Guatemalan  so¬ 
ciety  and  laws  would  place  U.S.  entrepreneurs  in  an  advantageous  position 
to  compete  in  the  exploitation  of  Guatemalan  opportunities. 

U.S.  intervention  in  matters  of  "rights"  may  have  produced  short-term 
benefits,  but  in  the  long  term  it  created  costly  problems  on  political  and 
economic  levels.  It  often  earned  U.S.  citizens  privileges  that  other  foreign 
residents  might  not  have  had  (thus  increasing  competition  and  tension 
between  the  metropole  powers)  and  that  natives  certainly  lacked  (thus 
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increasing  anti-imperialism,  nationalism,  and  anti-American  feelings).  The 
interventions  also  infringed  upon  sovereignty  by  producing  a  socioeco¬ 
nomic  bias  in  the  host  society's  political  economy  in  favor  of  North  Ameri¬ 
cans.  The  acquisition  of  special  privileges  produced  an  upward  spiral  effect 
since  it  magnified  the  value  of  preserving  the  "rights"  of  all  U.S.  citizens, 
even  blacks. 

As  competition  became  more  aggressive,  North  Americans  became 
fond  of  promoting  "progressive"  good  government  in  Central  America — 
that  is,  in  pressuring  governments  to  create  favorable  conditions — order, 
stability,  and  efficiency — for  U.S.  business.  The  U.S.  government  consid¬ 
ered  Central  America's  value  as  a  transit  zone  and  market  to  be  ample 
justification  for  increasing  its  economic,  diplomatic,  military,  and  cul¬ 
tural  connections.  U.S.  officials  hoped  that  weeding  out  undesirable  as¬ 
pects  would  encourage  stability  and  order.  The  challenge  of  other  metro- 
pole  powers  in  Central  America  revitalized  real  and  imaginary  arguments 
to  justify  U.S.  retention  of  a  secure  position  in  the  Central  American- 
Caribbean  transit  area.22 

The  intention  to  extend  the  scope  of  protection  for  North  Americans 
abroad  in  order  to  facilitate  expansion  also  extended  U.S.  racial  prej¬ 
udices  into  external  relations.  Expansion  was  sustained  by  racial  argu¬ 
ments  which  claimed  that  backward,  nonwhite  societies  would  benefit 
from  white  rule.  Theodore  Roosevelt's  administration  emphasized  the  duty 
of  superior  "races"  to  uplift  "backward"  peoples.  The  superiority  was  ill- 
defined,  but  unmistakable.  The  confused,  inconsistent  use  of  the  word  race 
indicated  cultural,  ethnic,  and  (or)  biological  characteristics.  For  Roosevelt, 
"backward"  societies  were  those  without  order,  stability,  and  force,  and 
only  secondarily  those  judged  to  be  deficient  in  cultural,  political,  and 
racial  qualities.  Whereas  a  mature  Roosevelt  publicly  denied  the  widely 
held  view  that  Darwinian  competition  selected  the  best  societies,  he  in  fact 
presumed  that  U.S.  superiority  and  Central  American  backwardness  justi¬ 
fied  expansion  into  the  region.23  It  was  the  conventional  wisdom  in  the 
Roosevelt  era  that  U.S.  entrepreneurial  activity  on  the  isthmus  would 
produce  prosperity  and  security  for  the  United  States  and  the  Central 
American  societies.  The  Central  Americans,  however,  did  not  always  see 
the  benefits. 

Not  only  were  the  Central  Americans  racially  mixed  peoples,  but 
North  Americans  of  various  racial  and  ethnic  stock  were  participating  in 
expansion.  In  the  early  twentieth  century,  the  United  Fruit  Company  began 
to  acquire  domestic  Guatemalan  railroads,  banana  lands,  and  also  Sal¬ 
vadoran  railroads  in  search  of  a  large  interoceanic  network.  Jamaican  and 
North  American  black  labor  was  used  on  the  largely  U.S. -owned  railroads 
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and  the  banana  plantations  in  Guatemala.  Diplomats  and  enclave  man¬ 
agers,  often  North  Americans,  expected  to  keep  supervision  of  the  labor 
force  in  their  own  hands,  not  those  of  the  host  states.  United  Fruit  had 
transformed  Puerto  Barrios's  hinterland  into  a  banana  plantation,  using 
Indian  and  imported  black  laborers.  About  1909,  Secretary  of  Legation 
Hugh  Wilson  described  United  Fruit  Company  field  manager  Victor  Cut¬ 
ter's  "handling  of  negroes"  as  "remarkable": 

[Cutter]  could  fight  the  wildest  of  the  [Jamaicans],  he  could  outshoot 
them,  his  endurance  was  unlimited  and  his  occasional  flash  of  fero¬ 
cious  temper  kept  them  cowed. . . .  [They]  were  cheerful  and  reasonably 
industrious,  but  full  of  liquor  they  became  dangerous.  Cutter  would 
face  them  down  in  their  worst  moments.  ...  He  kept  the  grin,  the 
abrupt  manner  and,  I  suppose,  the  willingness  to  bash  a  buck  negro 
should  the  latter  become  drunk  and  obstreperous. 

United  Fruit  and  other  U.S.  firms  presumed  that  southern  whites  knew  best 
how  to  manage  blacks.  The  importation  of  numerous  blacks,  however,  had 
upset  many  Guatemalans,  who  viewed  this  influx  as  corrupting  their  so¬ 
ciety.24 

From  late  1907  until  1910,  a  series  of  incidents  involving  Guatemalan 
officials — who  allegedly  injured,  imprisoned,  and  otherwise  violated  the 
civil  rights  of  U.S.  blacks — placed  the  U.S.  legation  and  consulates  in  Gua¬ 
temala  in  a  quandary  over  how  far  they  should  go  to  protect  blacks.  Their 
dilemma  was  eased  somewhat  because  they  generally  considered  Guate¬ 
malans  to  be  a  racially  mixed  population,  and  therefore  also  inferior;  this 
made  it  easier  to  demand  "justice"  for  blacks  on  grounds  of  their  North 
American  citizenship  rather  than  their  race. 

The  incidents  involved  North  American  blacks  Simon  Shine,  George 
Milliken,  Monroe  Williams,  George  Fitzgerald,  William  Evans,  George 
Davis,  William  Wright,  Anthony  Wallace,  James  Nelson,  Joseph  Little, 
Caleb  Williams,  John  Woods,  Walter  Fields,  and  one  Perry.  Probably  many 
had  entered  Guatemala  from  New  Orleans  around  the  turn  of  the  century, 
originally  attracted  by  railroad  work  and  repelled  by  a  society  which  was 
intensifying  its  violence  toward  blacks  and  narrowing  its  economic  and 
social  opportunities  for  them.  For  four  of  the  blacks  the  date  of  immigration 
into  Guatemala  is  given  in  the  documents:  three  entered  about  1895  (Simon 
Shine,  Joseph  Little,  and  Caleb  Williams),  the  fourth  entered  about  1879 
(George  Fitzgerald).25  The  total  number  of  U.S.  blacks  in  Guatemala  during 
the  first  decade  of  the  twentieth  century  is  unknown.  They  made  up  the 
bulk  of  the  population  of  at  least  one  village  and  resided  also  in  other 
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settlements,  but  no  contemporary  even  ventured  a  guess  at  the  total  num¬ 
ber.  A  few  of  them  initiated  small  enterprises  to  service  the  black  plantation 
and  railroad  workers. 

The  race  of  these  laborers  played  an  important  role  in  their  relations 
with  Guatemalan  and  U.S.  officials.  The  sudden  flood  of  incidents  begin¬ 
ning  in  1907  may  have  been  related  to  the  approaching  end  of  the  con¬ 
struction  of  the  Guatemalan  Atlantic  coast  railroad.  This  railroad  was 
completed  in  late  1908,  but  the  need  for  foreign  labor  slackened  in  the  final 
months  of  construction.  Guatemala's  elite  had  never  liked  the  presence  of 
large  numbers  of  blacks,  and  the  approaching  completion  of  the  railroad 
signaled  the  end  of  the  need  for  toleration. 

North  American  diplomats  and  residents  in  Guatemala  commonly 
held  racist  views.  The  racism  of  Minister  Combs  and  charge  Sands  was 
exposed  when  some  black  citizens  residing  in  Guatemala  petitioned  Sands 
for  assistance  in  bringing  to  justice  the  Guatemalans  who  had  lynched  a 
black  accused  of  murder.  Sands  instinctively  presumed  that  the  lynched 
black  was  guilty;  while  deploring  "lynch  law,"  he  refused  to  demand  justice 
for  the  accused  (but  dead)  black,  saying  that  "the  victim  in  this  case  seems 
entitled  to  little  sympathy."  Combs  noted  that  many  complaints  of  mis¬ 
treatment  by  Guatemalan  officials  came  from  blacks  of  the  "criminal  and 
vagabond  class"  of  the  American  South,  who  were  "both  vicious  and  diffi¬ 
cult  to  control."  He  advised  caution  in  treating  their  complaints  because 
they  were  no  more  reliable  than  Guatemalan  natives.26 

Of  course,  State  Department  officials  regularly  demanded  protection 
for  white  citizens  and  businesses,  even  when  their  guilt  was  evident.  The 
U.S.  consul  to  Corinto,  the  black  journalist  James  Weldon  Johnson,  had 
occasion  to  observe  firsthand  the  racism  of  white  North  Americans  in 
Central  America,  many  of  whom  were  soldiers  of  fortune,  speculators, 
beachcombers,  alcoholics,  and  transients  of  dubious  character.27  While 
Combs,  Sands,  and  other  white  agents  in  Guatemala  assumed  the  criminal 
nature  of  the  blacks  in  Guatemala,  Johnson  saw  evidence  of  the  unsavory 
character  of  many  white  U.S.  citizens  in  Central  America. 

The  first  major  racial  incident  in  Guatemala  involving  a  U.S.  black  was 
brought  to  the  legation's  attention  in  the  fall  of  1907.  The  incident  involved 
three  blacks — Simon  Shine,  George  Milliken,  and  Monroe  Williams — who 
were  part  of  a  group  led  by  a  "General  Jackson."  Sands  claimed  that  Jackson 
"was  a  genuine  genius  for  statesmanship"  who  had  "a  notion  that  he  would, 
like  the  great  [Haitian  leader  Henri]  Christophe,  eventually  create  a  Negro 
Kingdom  of  his  own."  According  to  Sands,  "Jackson's  colony  of  expatriates 
[near  Zacapa  in  the  Department  of  Izabal]  was,  curiously  enough,  com¬ 
prised  of  southern  Negroes— mostly  Louisiana  roustabouts  or  'bad  niggers' 
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from  the  Mississippi  levees  and  steamboat  wharves."  Sands  considered  the 
blacks  residing  on  Guatemala's  north  coast  inferior  and  criminally  inclined, 
if  not  actually  being  sought  by  southern  sheriffs  and  police.28 

This  incident  occurred  on  September  16,  1907.  The  governor  (Jefe 
Politico)  of  the  Department  of  Izabal,  General  Enrique  Arias,  was  returning 
from  a  dinner  party  when  he  stopped  his  companions  in  front  of  Simon 
Shine's  saloon  and  boarding  house  in  the  Guatemalan  town  of  Zacapa. 
George  Fitzgerald,  a  U.S.  Negro  who  had  catered  the  dinner  that  Arias  had 
just  attended,  was  in  the  Arias  party;  a  resident  of  Guatemala  since  1879,  he 
spoke  and  wrote  Spanish  fluently  and  later  described  the  incident  in  detail 
for  the  U.S.  legation.  Arias  dismounted  and  bragged  that  he  was  going  to 
give  the  Negroes  a  clubbing.  He  entered  the  saloon  and  accused  Shine  of 
being  open  without  permission.  Shine  said  he  had  the  necessary  papers  and 
would  get  them,  but  Arias  began  beating  Shine  before  he  had  moved  more 
than  a  step  or  two.  Arias  and  his  aide  pistol-whipped  Shine,  Milliken,  and 
Monroe  Williams  severely  enough  that  all  required  medical  attention.  No 
one  explained  why  Arias  and  his  followers  had  attacked  Milliken,  who  had 
been  outside  the  saloon.  The  local  medical  man  and  others  advised  Monroe 
Williams  to  leave  the  area  to  avoid  other  injuries,  imprisonment,  or  even 
worse.  Williams  fled  to  Honduras  and  then  returned  to  the  United  States, 
where  several  years  later  he  attempted  to  reopen  this  matter.  To  obscure  the 
nature  of  his  brutal  attack,  Arias  had  the  three  blacks  charged  with  various 
offenses,  including  not  having  the  legal  documents  proving  permission  for 
the  saloon  to  remain  open.  In  fact,  Shine  possessed  the  required  license  and 
a  receipt  for  fees  paid  for  it.  As  a  cover,  Guatemalan  officials  planted  a 
rumor  that  the  incident  was  a  conspiracy  of  Arias's  enemies.29 

The  matter  assumed  larger  proportions  when  Shine  signed  a  letter 
addressed  to  President  Theodore  Roosevelt  protesting  his  treatment  and 
asking  him  to  "protect  us  poor  niggers  from  being  beaten  to  death,  we  have 
no  one  to  look  to  but  you."  Secretary  of  State  Elihu  Root  forwarded  the  letter 
to  Sands  in  late  October  1907,  and  Sands  ordered  a  thorough  investigation 
by  the  consul-general  and  vice-consul.  Meanwhile,  Foreign  Minister  Juan 
Barrios  promised  prompt  action,  hinting  at  a  severe  sentence  for  the  culprits 
and  the  removal  of  General  Arias  from  office.  Then  an  embarrassing  twist 
stalled  the  resolution  of  the  incident.  Sands  discovered  that  U.S.  Vice- 
consul  Edward  Reed  had  drafted  Shine's  letter  to  Roosevelt  and  had  put  into 
it  charges  unrelated  to  the  beating  incident.  The  extraneous  charges  cast 
doubt  on  the  veracity  of  Shine's  complaint  and  probably  made  Guatemalan 
officials  reluctant  to  settle  the  matter.  When  Sands  tried  to  obtain  redress 
for  Shine  and  Milliken,  both  the  Guatemalan  foreign  minister  and  presi¬ 
dent  refused,  playing  upon  North  American  prejudices  with  a  general  alle- 
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gation  about  "coloreds,  who  unfortunately  under  the  influence  of  alcohol, 
were  accustomed  to  lose  control  over  themselves."30 

To  assure  himself  of  the  truthfulness  of  the  charges,  Sands  had  Shine 
and  Milliken  brought  to  Guatemala  City.  After  thoroughly  investigating 
the  affair,  he  assured  Washington  that  there  was  no  conspiracy  aimed  at 
General  Arias,  that  Arias  was  known  to  be  deceitful,  and  that  Shine  and 
Milliken  were  men  "of  good  standing."  He  concluded  that  Shine's  business 
had  been  ruined  and  that  Milliken  had  been  injured  for  life.  Three  months 
after  the  incident,  Milliken  was  still  under  constant  medical  supervision 
for  the  injuries;  both  victims  were  so  terror-stricken  that  Sands  acknowl¬ 
edged  that  it  would  be  difficult  to  persuade  them  to  return  to  Zacapa.31 

Sands's  efforts  to  pursue  the  case  met  opposition  from  the  Guatemalan 
government  and  from  established  U.S.  business  interests  which  feared  a 
backlash  against  foreign  enterprises.  Since  the  Guatemalan  government 
operated  primarily  on  fear  and  loyalty,  Sands  doubted  that  anyone  could 
obtain  honest  testimony.  Arias,  a  favorite  of  Guatemala's  dictatorial  Presi¬ 
dent  Estrada  Cabrera,  had  a  record  of  cruelty.  After  Sands  had  called  for 
action,  the  Zacapa  court  had  compelled  Milliken  to  sign  a  statement  that  he 
could  neither  read  nor  understand.  Guatemalan  officials  did  not  limit  their 
defense  to  the  court  case.  Estrada  Cabrera's  agent  in  Washington  persuaded 
the  State  Department  to  instruct  Sands  to  drop  the  matter,  but  Sands 
warned  the  Department  that  the  Guatemalan  minister  was  misrepresent¬ 
ing  the  case  on  all  important  points  32 

Despite  instructions  to  drop  the  matter,  Sands  pursued  the  affair  out  of 
a  desire  to  protect  the  growing  number  of  whites  entering  business  on  the 
north  coast  who  had  also  come  under  attack  from  Arias  and  other  politi¬ 
cians  of  his  stripe.  But  established  U.S.  firms  often  wanted  to  reach  an 
accommodation  with  Guatemalan  officials  and  certainly  were  not  eager  to 
encourage  competitors  to  enter  Guatemala.  Foreign  Minister  Barrios  had 
abandoned  his  initially  conciliatory  attitude,  Sands  cautioned,  because  of 
support  "he  seems  to  be  receiving  from  certain  Americans  who  fear  that  all 
Americans  will  be  made  to  suffer  by  the  Government  if  General  Arias  is 
punished."  Sands  was  convinced  that  "the  general  interests  of  the  United 
States  in  this  country,  as  well  as  private  interests  of  Americans  would  suffer 
seriously  if  the  legation  permitted  a  miscarriage  or  denial  of  justice  in 
favour  of,  apparently,  more  important  individual  or  corporate  interests."  If 
Shine's  and  Milliken's  just  complaints  were  not  satisfied,  he  said,  he  wanted 
authorization  to  present  a  formal  claim  against  Guatemala.  If  he  were  to 
secure  protection  for  U.S.  citizens  and  their  property,  he  could  "not  dis¬ 
tinguish  between  a  prominent  merchant  or  banker  or  railroad  manager  and 
a  law-abiding  Negro  who  has  been  unjustly  treated."33  Sands  recognized 
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that  despite  the  short-sighted  self-interest  of  some  businessmen,  the  long¬ 
term  U.S.  interest  in  expansion  required  policies  which  would  attract  new 
entrepreneurial  capital. 

Facing  compensation  demands  of  $s,ooo  or  $6,000  each  for  Shine  and 
Milliken,  Guatemala  agreed  to  pay  them  $1,000  each  and  to  remove  Gen¬ 
eral  Arias.  Sands  accepted  the  settlement,  but  arranged  for  $hine  and  Milli¬ 
ken  to  leave  the  country  before  collecting  their  $1,000,  "partly  for  their 
protection,  partly  to  avoid  any  knowledge  of  this  settlement  reaching  the 
rough  and  ignorant  negro  element  [in  Guatemala]  to  the  prejudice  of  the 
local  authority."  In  contrast,  when  white  North  Americans  were  abused, 
the  U.S.  diplomats  commonly  tried  to  keep  them  in  the  country  to  teach 
the  Guatemalans  a  lesson.  Root  had  instructed  Sands  not  to  insist  upon 
removing  Arias.  Sands  believed,  however,  that  the  State  Department's  gen¬ 
erosity  toward  Arias,  evident  in  its  willingness  not  to  insist  upon  his 
removal,  was  misplaced.  He  argued  that  "in  many  cases  the  agents  of  the 
Department  are  no  more  nor  less  than  police  agents  whose  duty  it  is  to  see 
that  [the  Department's]  generosity  is  not  abused."  A  Guatemalan  court 
could  not  deliver  justice  against  such  a  powerful  figure  as  Arias  for  several 
reasons:  because  he  used  his  authority  to  obtain  false  affidavits  from  real  or 
pretended  witnesses;  because  the  Guatemalan  foreign  ministry  might  re¬ 
sort  again  to  misrepresentation  to  persuade  the  State  Department  to  issue 
inappropriate  instructions  for  Sands;  and  "because  American  corporate 
interests  [in  Guatemala]  have  taken  up  the  cause  of  the  high  military 
official  to  the  detriment  of  the  humbler  American  citizens,  who  were  fully 
in  their  right."  Despite  Sands's  best  arguments  in  support  of  Arias's  re¬ 
moval,  Secretary  of  State  Root  remained  unconvinced.  He  did  not  disturb 
the  settlement  that  removed  Arias,  but  he  disapproved  Sands's  conduct  in 
allowing  the  removal  because  he  did  not  want  to  "humiliate"  an  important 
government  official  of  a  foreign  country.  Sands's  insistence  upon  having 
Arias  removed,  however,  received  the  special  approval  of  U.S.  agents  in 
Central  America  for  years  after.34  Arias's  removal  was  commonly  judged  an 
innovative,  convincing  act  to  persuade  Guatemalan  (and  Central  American) 
officials  of  earnest  U.S.  intentions  to  protect  personal  and  property  rights, 
an  essential  step  in  promoting  capital  inflow  into  that  region. 

In  another  incident  in  1908,  the  black  American  William  Evans  of  New 
Orleans  was  publicly  and  brutally  beaten  for  public  drunkenness  by  a  local 
Guatemalan  military  official  in  Las  Quebradas,  Department  of  Izabal.  One 
American  businessman  labeled  Evans  a  "very  unruly  member  of  any  com¬ 
munity,  being  nothing  but  a  jail  bird,  capable  of  any  atrocity."  Consular 
agent  Edward  Reed,  "an  intelligent  man  of  thirty  years  residence  in  Guate¬ 
mala,"  uncovered  similar  judgments  while  conducting  his  investigation, 
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but  noted  that  the  commandant  was  also  drunk  at  the  time  of  the  fight  that 
led  to  the  arrest.  Reed  argued  that  "such  an  exhibition  of  brutality  .  .  .  even 
though  the  victim  be  a  degraded  American  negro,  should  not  be  passed 
unnoticed,  lest  it  weaken  the  respect  of  Guatemalan  officials  for  American 
citizenship,  and  later  bear  fruit  in  beating  of  some  worthy  American." 
Consul-general  Owen  believed  the  existing  undesirable  conditions  in  Gua¬ 
temala  required  that  "the  smallest  case  of  injustice  towards  an  American 
citizen  should  be  vigorously  taken  up,  and  the  offending  officer  be  made  to 
suffer."  He  maintained  that  extracting  "justice"  in  the  Negro  cases  would 
have  "a  most  excellent  effect."35 

In  December  1908  the  State  Department  inquired  about  the  promised 
Guatemalan  investigation  into  the  assault  upon  Evans  and  about  "what 
steps  have  been  taken  towards  the  punishment  of  the  officer  and  soldiers 
involved."  Minister  Heimke  suspected  that  the  Guatemalan  foreign  minis¬ 
try  was  afraid  to  present  President  Estrada  Cabrera  with  the  U.S.  demand  to 
investigate  the  affair.  Evans  had  been  rearrested  and  placed  incommuni¬ 
cado.  To  bolster  Heimke's  hand,  Assistant  Secretary  of  State  Francis  Mairs 
Huntington  Wilson  instructed  him  to  inform  Guatemala  that  the  evidence 
indicated  "Evans  was  the  victim  of  an  outrage  on  the  part  of  the  authori¬ 
ties."  Only  in  early  1910  did  the  State  Department  learn  that  Guatemalan 
officials  had  finally  jailed  one  of  the  culprits  accused  of  beating  Evans.36  In 
effect,  Reed  and  Owen  persuaded  the  legation  in  Guatemala  City  and  the 
State  Department,  which  needed  little  convincing,  to  protect  "unworthy" 
blacks  in  order  to  protect  some  "worthy"  whites  in  the  future. 

Another  incident  occurred  at  Cayuga,  Department  of  Izabal,  in  early 
1909,  when  the  local  commandant  at  Livingston,  Colonel  Alberto  Garcia, 
who  had  a  long  record  of  assaults  upon  foreigners,  was  implicated  in  the 
murder  of  the  black  American  William  Wright.  Heimke  described  Garcia, 
who  once  ordered  shots  fired  at  the  British  vice-consul  in  Livingston,  as  "a 
very  low  type  of  man."  Garcia  connived  to  suppress  the  investigation  into 
Wright's  death.  Heimke  rejected  the  Guatemalan  offer  to  transfer  Garcia  to 
another  post,  but  this  left  Garcia  in  place  as  the  commandant  at  Living¬ 
ston,  in  which  capacity  he  would  supervise  any  investigation  into  Wright's 
murder — a  situation  Heimke  considered  unacceptable.  Presuming  that  the 
State  Department  would  not  allow  him  to  demand  Garcia's  removal,  he 
sought  to  bolster  his  case  for  removal  by  invoking  Consul-general  Kent's 
judgment  that  "no  demand  upon  [the  Guatemalan]  Government  was  so 
effective,  far  reaching  and  salutary"  as  Sands's  action  in  effecting  the  re¬ 
moval  of  General  Arias.  The  Wright  murder  incident  remained  pending 
until  A.  P.  Willard,  the  white  owner  of  a  riverboat  line  serving  the  United 
Fruit  plantations,  complained  that  Garcia's  conduct  was  destroying  his 
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company.  Race  and  class  now  had  impact  on  the  State  Department,  which 
quickly  approved  a  demand  for  Garcia's  removal.  In  July  1909  Luis  Estrada 
Monzon  replaced  Garcia.  In  Heimke's  view,  the  removal  of  Garcia  meant 
“pulling  out  by  the  roots  an  evil  that  is  sapping  the  life  out  of  every  foreign 
industry"  in  his  jurisdiction.37 

The  State  Department's  attitude  toward  local  political  and  military 
officials  changed  when  Secretary  of  State  Philander  Knox  and  Assistant 
Secretary  Huntington  Wilson  replaced  Elihu  Root  and  Robert  Bacon.  Hunt¬ 
ington  Wilson  not  only  approved  the  removal  of  Garcia,  but  he  also  wanted 
the  other  culprits  tracked  down  and  brought  to  justice.  Before  the  investiga¬ 
tion  was  completed,  he  had  officially  referred  to  the  killing  of  Wright  as  a 
"lynching."  Sands  repeated  this  word  during  subsequent  negotiations  with 
Guatemalan  officials  to  underscore  the  U.S.  position.  The  Department 
pushed  for  a  continuation  of  the  investigation  into  Wright's  death.  In  early 
1910  one  of  the  culprits  was  sentenced  to  six  years  imprisonment,  one  was 
found  innocent,  two  more  were  arrested,  and  Guatemala  petitioned  for  the 
extradition  of  two  others  from  Honduras.38 

Other  incidents  involving  U.S.  blacks  appeared  to  be  minor  affairs,  but 
collectively  they  contributed  to  the  record  of  the  U.S.  reaction  to  Guate¬ 
malan  treatment  of  blacks.  George  Davis  had  been  arrested  in  February 
1908  and  held  for  a  year  without  trial  on  the  charge  of  murder.  In  early  1909, 
he  smuggled  a  note  out  of  prison  in  which  he  claimed  that  he  was  denied 
food  and  that  he  had  written  several  times  to  consular  and  legation  officials 
without  response.  Heimke  considered  the  treatment  inhumane  and  a  viola¬ 
tion  of  Guatemalan  and  international  law.  The  legation  found  Davis  a 
competent  Guatemalan  lawyer,  yet  in  August  1909  it  learned  that  the 
Guatemalan  Court  of  First  Instance  had  found  Davis  guilty  and  sentenced 
him  to  ten  years.  The  lawyer  planned  an  appeal,  but  a  year  and  a  half  later 
the  matter  was  still  not  resolved.  In  another  incident,  James  Nelson  was 
sentenced  to  two  years  in  jail  at  Zacapa  for  an  unspecified  crime.  Af¬ 
ter  completing  his  sentence,  the  authorities  refused  to  release  him,  and 
Heimke  undertook  an  investigation.  In  1908  Walter  Fields  was  assaulted 
and  injured  but  did  not  file  a  complaint  until  he  was  threatened  again  in 
1910;  Sands  expected  he  might  have  to  act  to  protect  Fields.  The  State 
Department  records  do  not  reveal  the  resolution  of  these  incidents.39 

By  early  1910  the  persistence  of  complaints  like  these  prompted  a 
change  in  policy  of  legation  and  State  Department  officials  with  regard 
to  incidents  involving  blacks  residing  in  Guatemala.  In  September  1909, 
Monroe  Williams — one  of  the  three  blacks  beaten  in  the  original  Shine, 
Milliken,  and  Williams  affair  at  Zacapa — learned  that  Shine  and  Milliken 
had  received  $1,000  compensation  for  the  beatings  they  suffered.  He  ap- 
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pealed  first  to  charge  Sands  and  Vice-consul  Reed  who  reported  that  there 
had  been  no  money  settled  upon  him.  Undaunted,  he  wrote  to  the  president 
and  secretary  of  state  seeking  "his  $i,ooo,"  convinced  that  it  was  "never  too 
late  for  the  United  States  ...  to  straighten  out  business."  The  State  Depart¬ 
ment  inquired  at  the  legation  whether  the  earlier  settlement  encompassed 
all  North  Americans  injured  at  the  time,  or  merely  the  claims  of  Shine  and 
Milliken.  Sands  did  not  respond  to  the  question,  but  chose  to  make  a 
different  case:  Williams  was  not  an  injured  party  but  only  a  witness  to  the 
earlier  affair,  and  he  had  later  fled  the  country.  In  fact,  Williams's  affidavit, 
Shine's  testimony,  and  other  witnesses  from  1907  agreed  that  Williams  had 
been  injured.  In  March  1910  Sands's  new  view  of  U.S. -Guatemalan  relations 
so  muddled  his  memory  that  he  even  denied  having  supported  the  removal 
of  Arias  in  the  earlier  situation.  He  claimed  the  State  Department  had 
overruled  him.  In  fact,  Root  had  disapproved  Sands's  conduct  in  allowing 
the  removal.  Sands  insisted  that  it  "would  be  inadmissible  to  reopen  this 
[Shine-Milliken]  case,  even  if  Monroe  Williams'  claim  was  meritorious."40 

Sands  was  no  longer  willing  to  pursue  such  cases  and  hoped  to  persuade 
the  State  Department  to  follow  his  lead  because  he  detected  a  spirit  of 
accommodation  in  Guatemalan  treatment  of  U.S.  entrepreneurs.  In  April 
1910  two  other  incidents  involving  blacks  came  to  the  legation's  attention. 
The  first,  an  assault  on  Joseph  Little  and  Caleb  Williams  by  the  command¬ 
ing  officer  of  Panzos,  carried  the  earmarks  of  the  Shine-Milliken  affair.  The 
U.S.  consul-general,  the  vice-consul,  and  the  superintendent  of  the  Verapaz 
Railroad  attested  to  the  upright  character  of  the  two  blacks:  Little  and 
Williams,  residents  in  the  country  since  the  mid- 1890s,  were  hard-working 
men  not  given  to  quarrelsome  or  scandalous  behavior.  Nevertheless,  Sands 
alleged  that  "the  negroes  in  these  places  are  men  who  have  drifted  here  for 
work  from  our  Southern  states,  ignorant,  lazy,  and  often  insolent,  but  not  all 
vicious."41  There  was  no  determined  call  for  justice  from  either  the  legation 
or  from  the  State  Department,  merely  a  hope  that  some  alternative  form  of 
satisfaction  might  be  discovered. 

The  second  case  involved  John  Woods,  who  was  arrested  for  theft, 
served  eight  days  in  jail,  and  was  then  released  without  the  filing  of  charges, 
or  any  explanation.  During  his  confinement  Woods's  property  was  plun¬ 
dered.  Sands  was  at  first  interested  in  this  incident,  and  Huntington  Wilson 
urged  pursuing  the  restoration  of  Woods's  property  if  his  story  proved  cor¬ 
rect.  On  this  occasion,  it  was  the  Guatemalans  who  resorted  to  a  racial 
argument,  hinting  that  Woods  suffered  from  "the  evil  inclination  of  certain 
elements  of  the  colored  people  of  different  nationalities  to  take  things 
not  belonging  to  them."  In  the  end,  Sands  apparently  decided  that  the  Gua¬ 
temalan  officials  had  a  point,  and  told  the  State  Department  that  they 
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had  become  more  cooperative  with  U.S.  business  and  "distinctly  more 
careful  in  their  treatment  of  Americans" — by  which  he  could  only  have 
meant  white  Americans.  Sands  prevailed  upon  the  State  Department  not  to 
"press"  any  of  the  black  cases,  to  drop  the  Monroe  Williams  appeal,  and 
to  begin  to  handle  all  such  cases  with  caution.  In  fact,  U.S.  officials  infor¬ 
mally  ceased  pursuing  all  pending  matters  involving  black  residents  of 
Guatemala.42 

For  several  months  in  the  spring  and  summer  of  19x0,  Sands  and 
Estrada  Cabrera  had  disagreed  whether  U.S.  protests  on  behalf  of  blacks 
were  tantamount  to  interference  in  Guatemalan  affairs  and  an  impinge¬ 
ment  of  Guatemalan  good  faith.  In  July  1910,  Sands  had  received  a  flood  of 
anonymous  press  clippings  sent  from  Washington  (he  presumed  from  the 
Guatemalan  legation)  that  illustrated  "the  violence  in  the  United  States 
against  negroes."  Sands  excused  U.S.  conduct  by  observing  that  the  inci¬ 
dents  in  the  United  States  were  part  of  the  race  question,  while  in  Guate¬ 
mala  the  incidents  involved  government  officials,  often  men  of  high  rank. 
Faced  with  this  resumptive  evidence  that  Guatemala  would  continue  to 
resist  U.S.  pressure  on  behalf  of  its  blacks  citizens— and  with  the  U.S. 
approval  implied  by  the  fact  that  Tulane  University  had  granted  Estrada 
Cabrera  an  honorary  doctorate  of  law  and  New  Orleans  had  given  him  the 
keys  to  the  city — Sands  told  the  State  Department  that  he  was  in  a  weak 
position  to  alter  the  conduct  of  Estrada  Cabrera's  government.  In  late  Sep¬ 
tember  he  reported  that  Estrada  Cabrera  had  made  promises  which  indi¬ 
cated  improvement  in  the  handling  of  legal  matters  between  North  Ameri¬ 
cans  and  Guatemalan  courts,  and  in  adjusting  some  government  practices 
in  a  manner  favorable  to  U.S.  interests.  Guatemala,  he  said,  had  learned  a 
lesson  and  was  pursuing  the  course  desired,  at  least  with  regard  to  white 
businesses.  A  few  years  later  the  French  charge  assumed  that  a  new  Guate¬ 
malan  law  which  required  a  $200  deposit  before  a  Jamaican  (or  U.S.?)  black 
could  debark  was  aimed  at  the  railroad  company.43 

Class,  as  well  as  race,  was  clearly  an  important  factor  in  U.S.  policy. 
U.S.  workers,  white  as  well  as  black,  usually  received  inferior  protection 
from  the  State  Department  in  Central  America.  In  August  1910,  two  white 
North  Americans  were  discharged  by  the  Costa  Rican  Northern  Railroad 
for  organizing  a  strike.  They  were  deported  according  to  U.S.  Minister 
William  Merry,  "as  disturbers  of  the  public  peace."  Since  the  United  States 
regularly  deported  immigrants  who  threatened  to  disturb  domestic  tran¬ 
quillity,  he  doubted  there  could  be  any  objection  to  Costa  Rica's  doing  so. 
But  in  the  case  of  Jacob  H.  Fiollander,  a  businessman  expelled  from 
Guatemala  for  illegal  business  practices  and  misconduct,  the  State  Depart¬ 
ment  had  persistently  denied  for  over  a  decade  that  Guatemala  had  the  right 
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to  expel  a  U.S.  citizen  "whose  conduct  became  inconvenient."44  The  State 
Department's  position  on  expulsion  varied  according  to  class  and  color.  In 
the  cases  of  black  small  businessmen  in  Guatemala  (Shine  and  Milliken)  or 
white  workers  in  Costa  Rica,  the  U.S.  government  encouraged  expulsion  of 
its  citizens.  In  cases  involving  white  businessmen  linked  to  the  corporate 
world  (for  example,  Willard  or  Hollander),  a  presumption  of  truth  was  given 
the  white  complaint,  often  making  independent  investigation  unnecessary. 

The  world  economic  crisis  aggravated  the  competition  among  the  in¬ 
dustrial  powers.  These  states  competed  for  external  factors  of  production 
and  sources  of  wealth  to  facilitate  the  accumulation  that  their  internal 
economies  could  no  longer  produce  under  politically  and  socially  accept¬ 
able  conditions  of  exploitation.  Harsher  internal  exploitation  was  difficult 
in  industrially  advanced  societies.  The  complicated  production  systems 
required  workers  to  pursue  considerable  educational  and  technical  training, 
which  increased  the  systems'  powers  of  accumulation,  but  limited  the 
degree  of  worker  exploitation  compatible  with  sociopolitical  order.  It  was 
easier  to  exploit  a  labor  force  that  had  its  political  or  social  voice  muted,  and 
so  racism,  ethnicity,  and  alien  status  were  factors  used  to  mute  groups 
targeted  for  exploitation.  In  the  South,  tenant  farming,  debt-peonage,  and 
Jim  Crow  laws  continued  to  stunt  black  (and  white)  political  and  social 
protest.  A  migrant  labor  force,  separated  from  its  cultural  and  social  base, 
also  has  a  diminished  capacity  to  protect  its  members.  Prejudice — racial  or 
cultural — furnished  a  convenient  justification  for  dominance  and  exploita¬ 
tion.  In  the  United  States,  the  internal  minority  was  subjected  to  conditions 
that  made  it  seek  flight  internally  (to  Oklahoma  or  Kansas),  externally  (to 
Mexico  or  Central  America),  or  in  its  imagination,  as  in  the  back-to-Africa 
movements. 

The  U.S.  blacks  who  went  to  Guatemala  enjoyed  only  minimal  protec¬ 
tion  from  "progressive"  officials  who  were  promoting  expansion  by  assur¬ 
ing  bearers  of  U.S.  passports  ample  protection  of  person  and  property.  In 
various  incidents  involving  black  U.S.  citizens  in  Guatemala,  State  Depart¬ 
ment  officials  swallowed  their  pride  and  better  judgment  to  insist  upon 
arrangements  favorable  to  the  "bad  niggers"  from  the  Mississippi  levees  in 
order  to  protect  the  "worthy"  white  Americans  who  were  entering  Guate¬ 
mala  in  larger  numbers  and  with  larger  quantities  of  capital.  North  Ameri¬ 
can  diplomats,  entering  cultures  that  were  alien  and  of  only  slight  interest 
to  them,  needed  to  assure  U.S.  entrepreneurs  of  special  rights  and  priv¬ 
ileges.  Any  subtle,  differentiated  treatment  of  elements  of  U.S.  society 
abroad — as  in  the  case  of  the  U.S.  railroad  employees  in  Costa  Rica  or  the 
effective  deportation  of  Shine  and  Milliken — was  best  reserved  to  a  State 
Department  decision  or  joint  bargaining  between  the  United  States  and  the 
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host  state.  Those  blacks  who  fled  the  United  States  in  the  early  twentieth 
century  to  seek  opportunity  in  Guatemala,  Panama,  or  other  Central  Amer¬ 
ican  states  became  tools  for  the  expansion  of  U.S.  power.  Whether  as  vic¬ 
tims  or  as  observers,  blacks  suffered  directly  as  the  tools  of  expansion  and 
indirectly  from  the  ideological  and  moral  degradation  that  accompanied  the 
imperial  mind-set. 


8 


An  Isthmian  Canal  and  the  U.S.  Overthrow 
of  Nicaraguan  President  Jose  Santos  Zelaya 


Between  1897  and  1903  the  U.S.  government  decided  to  build  an  isthmian 
canal  at  Panama.  This  decision  crushed  the  expectations  of  many  Nic¬ 
araguans  that  a  canal  on  their  territory  would  produce  future  well-being  and 
security.  The  leaders  of  Nicaragua's  political  economy,  and  President  Jose 
Santos  Zelaya  in  particular,  refused  to  accept  the  U.S.  government's  deci¬ 
sion  as  binding  upon  the  nation's  destiny.  Unable  to  convince  the  United 
States  to  reconsider  the  site  for  the  canal  or  to  agree  to  build  a  second  canal 
at  Nicaragua,  Zelaya,  from  1904  until  he  was  overthrown  in  1909,  sought 
alternative  sources  of  capital  for  a  canal  from  investors  in  Japan  or  Europe 
(especially  Germany  and  France).1 

North  American  leaders  were  shocked  when  President  Zelaya  looked 
elsewhere  for  investment.  They  should  not  have  been.  In  1888,  when  the 
Nicaraguan  government  complained  in  vain  that  the  U.S.  government  and 
U.S.  canal  entrepreneurs  had  not  responded  adequately  to  the  French  canal 
project  at  Panama,  it  sent  former  President  Adan  Cardenas  on  a  public 
mission  to  interest  British,  German,  and  Italian  capitalists  in  its  canal 
route.  Fearful  that  Zelaya  might  secure  a  better  economic  position  for 
Nicaragua  outside  the  U.S.  economic  subsystem,  the  United  States  labeled 
him  a  tyrannical,  self-serving,  brutal,  greedy  disturber  of  Central  American 
peace,  an  enemy  of  all  U.S.  businessmen,  and  an  opponent  of  all  reasonable 
diplomatic  objectives.  Behind  this  forest  of  labels  stood  mountains  of  men¬ 
dacity.  Latin  Americanist  Charles  Stansifer  has  described  how  Zelaya  fur¬ 
thered  education,  conducted  a  reasonable  financial  policy  which  U.S.  in¬ 
tervention  reduced  to  financial  instability,  got  along  satisfactorily  with 
Costa  Rica  and  Honduras  (but  not  with  Guatemala  under  Manuel  Estrada 
Cabrera),  was  hard  but  fair  toward  defeated  rebels  and  opposition  leaders, 
and  secularized  Nicaraguan  life.  Estrada  Cabrera,  a  butcher  and  despot, 
often  resisted  U.S.  requests  until  convinced  that  the  matter  in  dispute  was 
important  to  the  United  States,  at  which  point  he  would  make  a  concession 
sufficient  to  retain  U.S.  approval;  Zelaya,  however,  was  capable  of  con¬ 
tinued  opposition  to  U.S.  penetration,  particularly  after  1903. 2 
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The  U.S.  political  elite  came  to  despise  Zelaya  as  a  threat  to  the  spread 
of  liberal  democracy  in  the  Central  American-Caribbean  area.  Liberal  the¬ 
ory  assumes  that  the  masses  work  best  if  they  share,  according  to  their 
ability  to  take  advantage  of  equitable  opportunities,  in  the  economic  re¬ 
wards  of  the  political  economy.  Bourgeois  democratic  theory  insists  that  all 
men  (in  liberal  systems)  share  in  the  political,  social,  and  economic  re¬ 
wards.  Thus  when  liberal  states  expand,  all  mankind  shares  in  the  social 
rewards.  Such  hypotheses  (visible  in  the  Open  Door  policy)  encouraged  the 
development  of  an  international  free  market  economy  that  tolerated  mas¬ 
sive  exploitation,  yet  made  it  difficult  to  create  a  rationale  for  colonial 
subjugation.  Since  formal  colonies  were  not  possible,  indirect  means  had  to 
be  established  through  comprador  elites  who  could  be  co-opted,  seduced,  or 
hired  by  the  promise  of  reward.  Anyone  who  hindered  liberal  expansion, 
such  as  Zelaya  was  accused  of  doing,  was  acting  against  the  best  interests  of 
mankind.3 

Zelaya  was  fond  of  describing  himself  as  a  fighter,  an  organizer,  and  a 
civilizer,  but  he  was  also  a  real  patriot  who  devoted  his  life  to  bettering  his 
country's  condition.  The  Zelaya  regime  enacted  a  constitution  that  pro¬ 
vided  for  equal  rights,  property  guarantees,  habeas  corpus,  compulsory  vote, 
compulsory  education,  the  protection  of  arts  and  industry,  minority  repre¬ 
sentation,  the  separation  of  state  powers,  municipal  independence,  secular¬ 
ization  of  cemeteries,  suppression  of  mort-main  (land  and  other  property 
which  through  will  or  testament  is  kept  permanently  from  the  economic 
marketplace),  and  civil  marriage.  Zelaya  claimed  responsibility  for  finan¬ 
cial  stability,  improved  communications,  commerce,  mail,  telegraph,  and 
parcel  post  services,  and  advances  in  agriculture  and  mining.  Historian 
Gregorio  Selser  called  Zelaya  an  enlightened  despot  who  alienated  many  in 
and  out  of  Nicaragua  because  of  his  constitutional  reforms  and  his  commit¬ 
ment  to  Central  American  union.4 

Historian  Benjamin  Teplitz,  a  close  student  of  Zelaya  and  his  regime, 
called  Zelaya  and  his  allies  "technicians  in  fields  of  political  power  and 
national  development"  who  successfully  modernized  those  areas  of  Nic¬ 
araguan  society  beneficial  to  the  coffee  and  commercial  elites.  Teplitz  and 
historian  Jaime  Biderman  agreed  that  Zelaya  was  merely  a  spokesperson 
and  front  man  for  Managua's  elite.  According  to  Teplitz,  the  support  of 
these  powerful  groups  allowed  Zelaya  to  be  an  "absolute  caudillo."  Teplitz 
admitted  that  "the  [Nicaraguan]  Liberals  had  a  great  reputation  for  physical 
violence,  but  on  a  regular  basis  they  eschewed  fury  in  order  to  share  power 
and  its  rewards  with  their  would-be  rivals."  He  warned  against  the  mistake 
of  studying  the  Zelaya  period  as  one  of  personal  rule.  Historian  Whitney 
Perkins  agreed  that  Zelaya  used  political  power  personally  and  was  regarded 
by  the  State  Department  as  a  spoilsman  and  troublemaker,  yet  noted  that 
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most  Central  Americans  thought  more  highly  of  him.  Perkins  did  not 
believe  that  the  elite  deserted  Zelaya  because  of  internal  factors.  Teplitz  and 
Biderman  agreed  that  only  when  the  United  States  threatened  Nicaraguan 
economic  and  social  stability  did  the  Nicaraguan  elite  turn  away  from 
Zelaya.  Biderman  added  that  world  economic  factors  helped  to  push  the 
coffee  barons  into  opposition.5 

Other  historians,  several  of  them  quite  critical  of  Zelaya's  rule,  have 
implicitly  rejected  the  State  Department's  assertion  in  the  first  decade  of 
the  twentieth  century  that  internal  turmoil  and  opposition  to  the  govern¬ 
ment  were  central  elements  of  Nicaraguan  life  at  the  turn  of  the  century. 
Thus  Charles  Frazier  accepted  the  State  Department's  image  of  Zelaya  as  a 
tyrannical  and  financially  careless  ruler,  but  he  concluded  that  Nicaragua 
had  experienced  "marked  progress  .  .  .  during  his  administration,"  and  that 
"the  succeeding  administrations  have  not  measured  up  to  Zelaya's  in  their 
over-all  progressiveness."  He  went  so  far  as  to  say  that  even  in  1958,  Nic¬ 
aragua  had  "not  reached  again  the  heights  it  attained  during  the  Zelaya 
revolution,"  and  he  conceded  that  Zelaya  "gave  to  a  large  portion  of  the 
Nicaraguans  a  feeling  of  nationalism."  Similarly,  Floyd  Cramer  pronounced 
Zelaya  brutal  and  heartless,  yet  he  also  concluded  that  none  of  the  succeed¬ 
ing  administrations  "measured  up  to  Zelaya  in  general  progressiveness."6 

The  memoirs  and  autobiographies  of  the  conservative  leaders  who 
finally  deposed  Zelaya  expressed  ambivalent  views  regarding  his  alleged 
cruelty.  Jose  Joaquin  Morales,  one  of  the  few  prominent  conservatives  who 
cited  specific  acts  of  murder  by  the  Zelaya  regime,  mentioned  about  a  dozen 
cases  of  unjustified  killing.  In  most  instances,  he  conceded  that  the  conser¬ 
vatives  executed  were  implicated  in  acts  of  homicide,  homicide  by  arson,  or 
treason.  In  several  instances,  Morales  noted  the  conservatives  were  killed 
after  trial;  on  other  occasions  it  is  not  clear  if  a  trial  occurred.  Even  Morales 
recorded  that  large  numbers  of  captured  conservative  leaders  were  im¬ 
prisoned  and  then  released.  He  sharply  criticized  Zelaya's  assault  upon  the 
property  and  wealth  of  the  elite  in  Granada,  the  center  of  conservative 
power.  Zelaya's  chief  opponent,  Emiliano  Chamorro,  was  arrested  and  de¬ 
ported  several  times.  He  condemned  Zelaya  for  driving  him  into  exile,  but 
he  never  recalled  suffering  more  than  "great  discomfort"  in  the  sleeping  and 
living  arrangements,  abysmal  prison  quarters,  and  unfriendly  staff.  Several 
conservative  leaders — Chamorro,  Carlos  Cuadra  Pasos,  Carlos  Selva,  and 
Pedro  J.  Cuadra  Chamorro — were  captured  and  exiled.  None  mentioned 
being  tortured  or  having  companions  tortured  or  killed.  Thus  evidence  from 
the  conservative  leaders  themselves  refutes  the  charge  of  cruelty,  at  least  in 
their  cases.  Teplitz  has  argued  that  Zelaya  treated  the  conservative  elite 
who  opposed  him  quite  well,  but  treated  the  poor  followers  of  the  conserva- 
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tives  harshly.  Conservative  Carlos  Cuadra  Pasos  did  not  see  Zelaya  as  char¬ 
acterized  particularly  by  brutality,  and  in  fact  considered  Theodore  Roose¬ 
velt  "a  man  of  the  same  mien  as  Zelaya."7  Even  U.S.  agents  unsympathetic 
to  Zelaya  grudgingly  conceded  his  ability.  In  sum,  Zelaya's  government 
had  a  mixed  record,  which  suggests  that  its  cruelty  may  have  been  class- 
influenced.  Most  scholars  studying  the  Zelaya  years  acknowledge  that 
there  have  been  gross  distortions  of  Zelaya's  record.8 

The  charges  against  Zelaya  were  essentially  constructed  to  justify  re¬ 
moving  him.  Zelaya  attempted  to  shift  Nicaragua  out  of  its  status  as  a 
satellite,  where  it  apparently  had  no  future,  into  a  relationship  with  other 
powers  that  would  promise  fulfillment  of  Nicaragua's  dream  of  material 
advancement  from  a  canal.  Zelaya  approached  non-U. S.  capitalists  about  a 
possible  canal  or  other  investments.  Unfortunately,  the  U.S.  government 
found  Zelaya's  policy  at  odds  with  its  own  well-being  and  security.  One 
leading  historian  of  Central  America  contended  that  the  United  States  con¬ 
fronted  a  Zelaya  who  instituted  a  modest  economic  nationalism  that  drove 
U.S.  business  interests  into  alliance  with  Nicaraguan  conservatives.  Nic¬ 
araguan  conservatives  were  amenable.  Pedro  J.  Cuadra  Chamorro  claimed 
that  Nicaragua's  conservatives  drew  the  proper  lesson  from  Colombia's 
experience:  when  Colombian  conservatives,  "presuming  to  act  out  of  pure 
patriotism,"  refused  to  cede  the  Panama  canal  right  of  way  and  territory,  the 
United  States  simply  seized  what  it  wanted.  Nicaraguan  historian  Adan 
Selva  contended  that  because  Zelaya  was  not  absolutely  subservient  to  U.S. 
interests,  he  had  to  be  overthrown,  not  to  liberate  the  Nicaraguan  people, 
but  to  satisfy  North  American  interests.9 

The  United  States  had  sought  access  to  the  Pacific  throughout  the 
nineteenth  century.  The  thrust  toward  Asia  formed  the  background  for  the 
U.S.  concern  with  the  isthmian  canal.  The  French  Panama  Canal  project, 
begun  in  1879,  increased  U.S.  sensitivity  to  foreign  presence  in  the  Carib¬ 
bean  region.  The  U.S.  government  considered  the  poor  servicing  of  the  large 
foreign-held  Caribbean-Central  American  debt  an  invitation  to  interven¬ 
tion.  The  Roosevelt  Corollary  to  the  Monroe  Doctrine  (1905),  which  sought 
to  end  the  possibility  of  foreign  intervention  to  resolve  debt  problems,  was 
one  manifestation  of  this  paranoia  about  a  loss  of  security  in  the  greater 
canal  region.  Zelaya's  search  for  foreign  entrepreneurs  to  undertake  a  Nic¬ 
araguan  canal  in  competition  with  the  Panama  Canal  represented  another 
type  of  threat.  Since  the  United  States  was  unable  to  alter  Zelaya's  perspec¬ 
tive,  unprepared  to  bear  the  costs  of  Nicaragua's  lost  prospects  for  material 
gain,  and  unwilling  to  allow  Nicaragua  to  look  elsewhere  for  fulfillment  of 
its  dreams,  the  United  States  and  Nicaragua  clashed  with  increasing  feroc¬ 
ity  in  the  years  after  1903  until  Zelaya  was  overthrown.10 
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In  the  late  nineteenth  century,  a  disjointed  U.S.  economy  produced 
many  investors,  entrepreneurs,  and  charlatans  who  developed  projects  in¬ 
volving  public  and  private  ventures  in  the  isthmus-Caribbean  area.  The 
increased  activity  placed  larger  demands  on  the  diplomatic  service.  As 
competition  became  more  aggressive,  North  Americans  became  involved 
in  encouraging  "progressive"  good  government  in  Central  America,  which 
meant  creating  conditions — order,  stability,  and  efficiency — favorable  for 
U.S.  business.  Plagued  with  "overproduction,"  the  U.S.  government  did  not 
want  an  open  door  in  the  New  World,  but  it  expected  to  find  a  favorable  field 
in  Latin  America.11 

Most  North  American  observers  of  Central  America,  with  the  ex¬ 
ception  of  U.S.  residents  of  the  Mosquito  Coast,  saw  positive  aspects  in 
Zelaya's  arrival  to  power  in  1893.  The  focus  of  U.S. -Nicaraguan  relations  in 
the  1890s  seldom  wandered  far  from  issues  related  to  a  canal.  In  the  1890s, 
Zelaya  was  reliable  on  the  canal  issue:  he  resisted  every  scheme  in  the 
Nicaraguan  congress  to  take  the  canal  project  out  of  American  hands,  but 
he  insisted  that  the  Nicaraguan  Canal  Construction  company  was  "rotten." 
From  1893  until  1897,  a  series  of  incidents  on  the  Mosquito  Coast  reopened 
the  question  of  whether  Britain,  Nicaragua,  or  the  United  States  would 
exercise  authority  over  that  region.  By  the  end  of  the  1890s,  Zelaya  con¬ 
trolled  that  region,  which  he  expected  U.S.  entrepreneurs  to  develop  as  a 
prelude  to  building  the  canal.  Construction  and  operation  of  a  canal  would 
line  his  pockets  and  those  of  his  friends  and  bring  development  to  all  of 
Nicaragua.12  So  long  as  he  expected  a  U.S. -built  canal,  Zelaya  dangled 
Nicaragua's  opportunities  before  North  Americans,  even  when  British, 
French,  and  German  agents  expressed  interest. 

The  U.S.  consul  at  San  Juan  del  Norte,  William  Sorsby,  and  the  U.S. 
minister  to  Costa  Rica  and  Nicaragua,  William  Merry,  continued  to  wail 
against  perceived  threats  to  "the  vested  and  invested  rights  and  capital 
of  American  citizens  temporarily  residing"  in  the  Mosquito  Reservation. 
Sorsby  argued  for  special  rights  and  privileges  in  the  Mosquito  area  because 
of  its  relationship  to  a  canal  and  because  of  the  U.S.  business  activity  in  that 
region.  Zelaya  accommodated  North  Americans  on  the  north  coast  as  long 
as  it  seemed  the  United  States  would  build  the  canal.  His  government 
became  more  selective  in  its  treatment  of  U.S.  entrepreneurs  after  the 
decision  to  build  at  Panama.  Former  Confederate  General  Edward  Alex¬ 
ander,  chosen  to  arbitrate  a  Nicaraguan-Costa  Rican  border  dispute,  laid 
most  of  the  blame  for  the  conflict  on  the  Mosquito  Coast  on  U.S.  citizens 
and  other  foreigners,  not  Zelaya's  administration.  He  found  it  "shameful" 
that  U.S.  residents  of  the  Mosquito  Coast  could  "get  our  State  Dept,  to  bully 
poor  little  Nicaragua."  Sorsby  dismissed  Alexander  as  "an  old  man  .  . .  [who] 
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doesn't  believe  that  a  foreigner  has  many  rights  in  this  country."  Sorsby 
insisted  that  North  Americans  should  receive  a  privileged  position  on  the 
Mosquito  Coast,  while  Alexander  expected  equal,  if  not  favored,  treatment 
for  Nicaraguans  in  Nicaraguan  territory.13 

In  the  years  between  1897  and  1902,  U.S.  canal  entrepreneurs  and  their 
allies  often  charged  Nicaragua  with  sabotaging  U.S.  transit  projects.  Nic¬ 
araguan  authorities  repeatedly  denied  that  they  were  seeking  an  alternative 
to  a  U.S. -constructed  canal.  They  were,  of  course,  seeking  the  best  deal 
possible.  They  were  encouraged  in  1897  when  the  U.S.  government  ap¬ 
pointed  the  first  Admiral  John  G.  Walker  Canal  Committee  to  reexamine 
the  potential  routes.  The  Walker  Committee  recommended  the  Nicaraguan 
route  to  Congress.  While  the  Walker  Committee  deliberated,  stories  of 
Japanese  interests  surfaced.  According  to  the  New  York  Herald,  Zelaya 
insisted  that  Japan  was  not  "secretly  negotiating  with  the  Diet  of  the 
Greater  Republic  of  Central  America  for  permission  to  take  the  Nicaraguan 
Canal  project  out  of  the  hands  of  the  United  States."  To  dispel  any  lingering 
misunderstanding,  Zelaya  and  two  ranking  Greater  Republic  Diet  officials 
publicly  denied  that  the  Japanese  sought  to  control  the  interoceanic  route. 
The  Japanese  Weekly  Times,  however,  reported  that  the  Japanese  minister 
in  Washington  had  turned  down  a  canal  treaty  with  Nicaragua  because  it 
would  interfere  with  U.S.  rights.  Conceivably,  Zelaya's  government  hoped 
to  use  rumors  of  Japanese  interest  to  raise  the  U.S.  price  and  increase  the 
urgency  for  a  Nicaragua  canal.  Zelaya  repeatedly  reaffirmed  his  desire  for  a 
U.S.  firm  to  build  the  canal.14 

Events  between  1901  and  1903  strengthened  Zelaya's  growing  distrust 
of  U.S.  intentions.  In  1901  the  second  Walker  Committee  recommended 
the  Panama  route,  provided  that  the  New  Interoceanic  Canal  Company 
could  reduce  its  price  from  $109,141,500  to  $40,000,000.  Senators  John  T. 
Morgan  and  A.  Barton  Hepburn,  longtime  proponents  of  a  Nicaraguan 
canal,  warned  Zelaya  that  U.S.  officials  perceived  the  Nicaraguan  govern¬ 
ment  as  only  modestly  supportive  of  realistic  canal  concessions.  Morgan, 
Hepburn,  and  State  Department  official  Alvey  A.  Adee,  a  "good  proven 
friend  of  Costa  Rica,"  convinced  Costa  Rican  diplomat  Joaquin  Bernardo 
Calvo  that,  if  Nicaragua  and  Costa  Rica  made  the  concessions  the  United 
States  had  requested,  the  United  States  would  build  at  Nicaragua.  In  1902, 
Costa  Rica  and  Nicaragua  undertook  a  joint  propaganda  effort  to  neutralize 
the  well-organized  newspaper  campaign  in  favor  of  a  Panama  canal,  but 
their  effort  came  too  late.  In  November  1903  the  United  States  facilitated 
Panama's  revolt  against  Colombia,  and  then  immediately  extracted  a  favor¬ 
able  canal  treaty  as  payment  for  its  help.15 

Nicaragua's  loss  of  the  transit  route  had  a  profound  effect  upon  U.S.- 
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Nicaraguan  relations.  Prior  to  the  acquisition  of  the  Panama  canal  rights, 
U.S.  officials  in  Central  America  judged  Zelaya  to  be  a  competent,  able 
leader.  In  October  1903  U.S.  Minister  to  Costa  Rica  and  Nicaragua  William 
Merry,  a  veteran  of  thirty  years  of  shipping,  merchant,  and  diplomatic 
activity  in  Central  America,  confidentially  praised  Zelaya  as  Central  Amer¬ 
ica's  ablest  executive  and  a  man  of  "great  energy,  industry  and  ability"  who 
was  friendlier  to  Americans  than  any  other  Central  American  president. 
Other  U.S.  officials  agreed  that  Zelaya  was  competent  and  friendly  toward 
the  United  States.16 

The  U.S.  decision  to  build  a  canal  at  Panama  eroded  U.S. -Nicaraguan 
governmental  relations,  and  initiated  a  bitter  feud  between  Zelaya  and  the 
U.S.  government,  during  which,  as  indicated  earlier,  U.S.  officials  thor¬ 
oughly  demonized  Zelaya.  Zelaya  did  not  relieve  his  frustration  chiefly 
upon  U.S.  businessmen,  however.  In  various  instances,  he  showed  patience 
and  goodwill  toward  them.  For  example,  James  Dietrick  and  his  associates 
from  Pittsburgh,  whose  extensive  concessions  and  land  grants  dated  from 
about  1890,  continued  to  receive  government  favors  after  the  1903  Panama 
Canal  concession.17  Zelaya  continued  to  offer  certain  concessions  to  North 
American  individuals  so  long  as  they  shared  their  bounty  with  him. 

Beginning  in  1903-1904,  however,  Zelaya's  administration  realized 
that  if  they  were  ever  to  benefit  from  the  cornucopia  of  wealth  linked  to  a 
transit  route,  they  would  have  to  find  an  alternative  to  U.S.  financing  and 
technical  planning.  The  modernizing  and  industrializing  nation  of  Japan 
needed  outlets  for  surplus  population  and  goods  and  wanted  access  to  the 
North  Atlantic's  technological  products  and  energy.  And  Nicaragua,  un¬ 
der  the  right  circumstances,  might  offer  an  attractive  opportunity  for  a 
Japanese-controlled  interoceanic  transit  route.  Nicaraguan  officials  recog¬ 
nized  that  Japan,  Germany,  or  a  combination  of  European  states  were  the 
only  realistic  alternatives  to  U.S.  capital.18 

Since  Nicaragua  had  granted  many  concessions  to  U.S.  entrepreneurs 
to  attract  U.S.  support  for  a  canal,  Zelaya's  government  now  had  to  reac¬ 
quire  some  of  them  as  bait  to  catch  other  foreign  capitalists.  For  almost  a 
decade  the  Nicaraguan  government  had  tolerated  nonfulfillment  of  the 
obligations  of  its  U.S.  concessionaires,  hoping  that  this  tolerance  would 
encourage  U.S.  capitalists  to  build  a  canal.  But  about  1905,  U.S.  entrepre¬ 
neurs,  accustomed  to  skirting  contract  provisions,  encountered  a  Nica¬ 
raguan  government  increasingly  unwilling  to  ignore  contractual  violations. 
In  the  ensuing  disputes  over  concessions  Zelaya's  government  entered 
rough  terrain  because  its  policy  envisioned  conceding  control  over  a  canal 
route  to  nations  outside  the  hemisphere.19 

Even  after  Zelaya  had  initiated  a  policy  of  replacing  unproductive  U.S. 
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concessionaires  with  foreign  interests,  responsible  U.S.  officials  in  Central 
America  gave  him  good  marks  as  a  leader.  This  praise  continued  long  after 
Washington  officials  were  condemning  his  leadership.  While  conceding 
that  Zelaya  was  a  military  autocrat  with  prisons  full  of  political  prisoners, 
Merry  contended  that  the  Nicaraguans  wanted  peace  and  would  "aid  no 
revolutionary  efforts  in  neighboring  republics."  In  early  1906,  Merry,  sub¬ 
jected  to  persistent  State  Department  condemnation  of  Zelaya,  still  pre¬ 
sented  a  view  of  Zelaya  that  was  on  balance  favorable.20 

In  1907  Minister  to  Guatemala  Philip  Brown  and  various  State  Depart¬ 
ment  officials  charged  Zelaya  with  gross  misconduct.  Brown  blamed  Ze- 
laya's  ambition  for  the  1907  Nicaraguan-Salvadoran  war,  despite  the  fact 
that  U.S.  agents  in  El  Salvador  were  encouraging  the  faction  allied  with 
Zelaya.  Only  in  early  1907  did  Merry's  view  of  Zelaya  become  negative  on 
balance.  In  that  year  he  decided  that  Zelaya's  "defeat  and  departure  from  his 
unfortunate  country  will  be  a  general  relief  and  will  tend  to  secure  com¬ 
paratively  permanent  peace,"  concluding  that  "with  the  exception  of  the 
[Guatemalan]  Government  of  Estrada  Cabrera  .  .  .  who  is  a  more  blood 
thirsty  tyrant,  the  Zelaya  Govt,  is  undoubtedly  the  worst  in  Spanish  Amer¬ 
ica."  He  charged  Zelaya  and  his  friends  with  draining  the  wealth  of  Nic¬ 
aragua  through  special  privileges.  But  even  in  mid- 1907  Merry  could  still 
describe  Zelaya  (with  condescension  typical  of  the  age)  as  "a  man  of  extraor¬ 
dinary  energy  and  industry  for  a  son  of  the  Tropics."21 

At  least  one  effort  to  condemn  Zelaya  contained  information  that 
undermined  the  case  against  him.  In  1909  the  U.S.  charge  in  Nicaragua, 
John  H.  Gregory,  a  bitter  critic  of  Zelaya,  took  possession  of  a  diary  of  a  dead 
U.S.  citizen  which  he  said  revealed  "rampant  graft" — a  scandal  involving 
many  prominent  Nicaraguans,  including  Zelaya  and  a  New  Orleans  busi¬ 
nessman  named  T.  M.  Solomon.  The  diary  actually  revealed  that  contrary 
to  the  State  Department's  charge  of  anti-Americanism,  Zelaya  was  working 
well  with  U.S.  business  interests  even  as  late  as  1909,  provided  they  shared 
the  wealth.22  Zelaya's  anti-American  sentiments  were  directed  chiefly  at 
the  official  policy  of  the  U.S.  government. 

As  the  tension  mounted  between  Nicaragua  and  the  United  States, 
foreign  agents  from  Europe  attempted  to  curry  favor  with  Nicaragua's  gov¬ 
ernment.  Germans  were  among  the  most  active.  German  investment  in 
Nicaragua,  which  had  been  14  million  marks  ($3.5  million)  in  1898,  rose  to 
either  24  million  marks  ($6  million)  in  1905  or  250  million  marks  ($60 
million)  in  1906,  depending  upon  the  evaluation  of  conflicting  reports  in 
the  German  archives  (see  Table  8.1).  A  French  report  from  1907  estimated 
German  investment  at  50  million  francs  (about  40  million  marks  or  $10 
million).  While  they  differ  greatly,  the  sources  all  agree  that  the  German 
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capital  invested  in  Nicaragua  was  two  or  three  times  larger  than  U.S.  in¬ 
vestments  and  larger  than  British  investments  in  Nicaragua  around  1905- 
1910. 

Although  the  1906  estimate  of  250  million  marks  appears  very  high, 
there  is  no  doubt  that  Germany's  role  in  Nicaragua  had  grown  markedly  in 
the  early  years  of  the  twentieth  century.  As  early  as  1899  U.S.  agents  had 
estimated  German  investment  at  over  ten  million  dollars  (about  44  million 
marks,  or  two  and  one-half  times  the  U.S.  investment).  The  number  of 
German  settlers  in  Nicaragua  rose  from  about  fifteen  (only  males  residing 
near  Managua)  in  1891  to  four  hundred  (males?)  in  1905.  The  wife  of  the 
German  consul  claimed  that  during  this  period  of  Nicaraguan-German 
rapprochement,  Zelaya  had  requested  German  engineers  to  evaluate  the 
Nicaragua  route.  She  claimed  that  the  U.S.  government  overthrew  Zelaya  in 
1910  when  it  learned  of  this  step  through  an  indiscretion.  While  her  recol¬ 
lection  may  be  inexact,  the  general  argument  that  the  United  States  was 
very  upset  with  Zelaya's  constant  flirting  with  non-U. S.  capital  to  build  an 
alternative  canal  is  correct.  Emiliano  Chamorro's  recollections  and  U.S. 
intelligence  reports  supported  the  quantitative  evidence  of  vastly  increased 
German  personal  and  material  presence  in  Nicaragua.23 

Germany  also  assumed  a  major  role  in  Nicaragua's  military  establish¬ 
ment.  Zelaya  endured,  German  consul  Dr.  Friedrich  August  Heye  pointed 
out,  because  "his  weapon"  was  his  army,  which  had  been  reorganized  with 
German  advisers  and  supported  through  a  cadet  school  under  German 
direction.  "Germany  had  in  any  case  no  grounds  to  be  unsatisfied  with  the 
continuation  of  [Zelaya's j  rule,"  Fleye  observed,  since  Zelaya  had  been 
"generally  friendly  toward  German  interests,  and,  in  any  event,  a  strong 
government  like  his  offered  the  best  guarantee  against  American  interven¬ 
tion."24  The  Germans,  however,  were  not  the  only  nation  blocking  U.S. 
objectives  in  Central  America. 

By  1907  the  U.S.  government  expected  Mexico  to  be  a  key  actor  in 
efforts  to  bring  down  Zelaya's  government.  Mexico,  however,  was  unwilling 
to  undermine  Zelaya  because  such  a  step  would  strengthen  Guatemala, 
Mexico's  traditional  nemesis  in  Central  America.  U.S.  Minister  Philip 
Brown  was  convinced  that  Mexico's  attitude  in  Central  American  affairs 
was  "not  at  heart  of  the  same  friendly,  benevolent  character  as  that  of  the 
United  States."  Fie  was  particularly  upset  when  Mexico  announced  that  it 
would  condone  any  attempt  to  overthrow  Estrada  Cabrera  in  Guatemala. 
He  was  not  upset,  however,  when  the  United  States  encouraged  Costa  Rica 
to  join  Honduras,  El  Salvador,  and  Guatemala  in  an  assault  upon  Zelaya. 
Brown  believed  that  Mexico  was  pursuing  an  independent  policy  aimed  at 
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Table  8.1  Foreign  Investment  in  Nicaragua,  1898-1918 


French 

German 

British 

U.S. 

1897 

lm$ 

1898 

14mM 

1899 

10.47m$ 

4.04m$ 

1902 

6.15mF 

1905 

24mM 

1906 

250mM 

66mM 

60mM 

1907 

50mF 

1908 

3.4m$ 

1913 

6mF 

50mF 

6.2m$ 

1914 

4.5m$ 

1918 

25mF 

2.5m$ 

10-15m$ 

20m$ 

Note:  m  =  million,-  F  =  French  francs  ( 5 F  =  $  1 );  M  =  German  marks  (4.2M  =  $1);  $  = 
U.S.  dollars. 

Sources:  United  Nations,  El  financiamiento  externo  de  America  Latina  (New  York, 
1964);  Organization  of  American  States,  Foreign  Investment  in  Latin  America  (Wash¬ 
ington,  D.C.,  1955);  "La  fortune  frangaise  a  l'etranger,"  Bulletin  de  statistique  et  de 
legislation  comparee,  26  (Oct.  1926),  476-77;  J.  Fred  Rippy,  "French  Investments  in  Latin 
America,"  Interamerican  Economic  Affairs  2  (Autumn  1948),  52-71;  Rafael  Menjfvar  L., 
Acumulacion  originaria  y  desarrollo  del  capitalismo  en  El  Salvador  (San  Jose,  Costa  Rica, 
1980I,  58-59;  Sorsby  to  St.  Dept.,  April  13,  1899,  CD,  San  Juan  del  Norte:  16  (T348/r  16); 
P.  Mettemich  to  Burchard,  June  12,  1899,  Senatskommission  fur  die  Reichs-  und  auswar- 
tigen  Angelegenheiten,  neu  A  III,  C.  22,  Staatsarchiv,  Hamburg;  U.S.  Manufacturer's 
Bureau,  Monthly  Consular  and  Trade  Report  (Washington,  D.C.,  1900J,  63:460-61,  in 
Jose  Francisco  Guevara-Escudero,  "Nineteenth  Century  Honduras:  A  Regional  Approach 
to  the  Economic  History  of  Central  America,  1839-1914"  (Ph.D.  diss.,  New  York  Univer¬ 
sity,  Binghamton,  1983),  419;  Paul  Behneke  to  Emperor  William,  May  18,  1905,  RM  5/v. 
5401,  von  Ammon  to  Emperor  William,  Feb.  3,  1906,  RM  5/v.  5402,  Bundesarchiv,  M1I1- 
tararchiv,  Freiburg,  Germany;  Desire  Pector,  Les  richesses  de  VAmerique  centrale  (2nd 
ed,;  Paris,  [1980)),  298;  Desire  Pector,  Regions  isthmiques  de  VAmerique  tropicale  (Paris, 
1925),  84,-  Chayet  to  MAE,  Jan.  21,  1919,  Amer.  1918-40,  C.  A.,  num.  68  (Nic. ),  AMAE, 
Paris. 


avoiding  exertions  of  U.S.  power  on  both  its  northern  and  southern  borders. 
He  came  to  consider  Mexico  a  hindrance  to  U.S.  goals  in  Central  Amer¬ 
ica.25 

As  the  U.S.  government  projected  an  increasingly  negative  image  of 
Zelaya,  he  responded  in  ways  that  angered  U.S.  businessmen  and  agents.  In 
1 907,  T.  M.  Solomon,  the  manager  of  the  New  Orleans-based  Central  Amer- 
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ican  Improvement  Company,  told  Merry  a  story  that  he  hoped  would  be 
recalled  the  next  time  Zelaya  asked  for  U.S.  good  offices  to  restore  peace  in 
Nicaragua.  During  a  business  appointment,  Solomon  noticed  dirt  on  the 
portrait  of  Theodore  Roosevelt  hanging  in  Zelaya's  office.  He  remarked:  "It 
has  been  dirtied  and  you  should  have  it  cleaned."  Zelaya  replied,  "No,  he  has 
dirtied  himself  with  the  Weil  case  [Weil  was  a  U.S.  entrepreneur  who  filed  a 
claim  when  Nicaragua  sought  to  cancel  his  contract]  and  it  does  not  deserve 
cleaning."  By  1907  condemnation  of  the  U.S.  government  was  widespread 
in  Nicaragua.26 

In  1 908  Zelaya's  conservative  opponents  organized  a  parade  to  celebrate 
William  Howard  Taft's  victory  in  the  presidential  elections.  Hoping  to 
attract  U.S.  support  to  their  cause,  they  intended  to  criticize  Zelaya  under 
the  guise  of  celebrating  Taft.  The  parade  began  as  a  purely  Nicaraguan 
event,  but  was  later  joined  by  three  U.S.  citizens.  The  inebriated  conserva¬ 
tives  shouted  slogans  calling  for  Nicaragua's  annexation  to  the  United 
States,  the  "liberty  of  Nicaragua,"  and  seditious  activity.  It  was  rumored 
that  they  planned  to  attack  the  barracks  in  Managua,  and  Nicaraguan  police 
eventually  broke  up  the  parade.  Although  Minister  to  Nicaragua  John  Gard¬ 
ner  Coolidge  maintained  that  the  United  States  should  stay  out  of  Nic¬ 
aragua's  internal  affairs,  he  desperately  wanted  to  clip  Zelaya's  wings,  so  he 
seized  upon  the  parade  incident.  He  complained  that  North  Americans  in 
Nicaragua  had  been  hindered  in  their  celebration  of  Taft's  victory.  Zelaya's 
government  denied  that  the  parade  was  a  North  American  celebration  and 
insisted  that  it  had  simply  acted  to  preserve  order  when  the  parade  partici¬ 
pants  undertook  illegal  activities.27 

The  Managuan  newspaper  La  Tarde  lamented  that  Coolidge,  probably 
influenced  by  charge  Gregory,  had  intervened  to  call  for  a  public  trial.  The 
editorial  condemned  "Yankee  Officials  who  .  .  .  exceed  their  powers  by 
treating  these  [Central  American  nations]  as  a  conquered  province."  Nic¬ 
aragua,  La  Tarde  contended,  must  be  allowed  to  maintain  order  and  the 
"peace  of  the  country  without  laying  itself  open  thereby  to  the  charge  of 
unfriendliness  to  the  United  States."28  When  Nicaragua  rebuffed  this  chal¬ 
lenge  to  its  sovereignty,  U.S.  officials  charged  anti-Americanism  and  con¬ 
demned  the  Nicaraguan  leadership. 

When  the  parade  incident  backfired,  Coolidge  resigned  and  Gregory 
was  recalled.  Only  a  Nicaraguan  native  serving  as  vice-consul,  Jose  de 
Olivares,  who  was  hostile  to  Zelaya,  remained  in  Managua.  Nicaraguan 
government  assaults  upon  the  United  States  became  more  vitriolic.  Secre¬ 
tary  of  State  Knox  and  Assistant  Secretary  of  State  Huntington  Wilson 
lacked  former  Secretary  of  State  Root's  patience  and  sensitivity  to  Latin 
American  attitudes,  and  his  awareness  of  the  trap  of  interventionist  pro- 
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pensity.  Zelaya  was  not  willing  to  back  down  before  the  tougher  Knox- 
Huntington  Wilson  position,  so  they  tried  to  isolate  him.  Olivares  de¬ 
scribed  the  "malicious  resentment,"  "perverse  misinterpretation,"  and  "a 
general  policy  of  incendiarism  against  our  own  and  kindred  influences 
which  are  striving  for  the  redemption  and  future  welfare  of  these  coun¬ 
tries."  He  warned  that  Zelaya's  "press  propaganda  constitute^]  a  more 
or  less  serious  menace  to  our  Government's  influence"  with  the  Central 
American  people.29 

Nicaragua  was  a  disturbing  factor  in  the  region  because  it  refused  to 
concede  Panama  a  monopoly  on  the  economic  benefits  that  would  presum¬ 
ably  gush  from  a  canal  route.  Both  the  United  States  and  Panama  were 
concerned  about  the  possibilities  of  competition  from  a  Nicaraguan  canal 
in  foreign  hands.  Since  U.S.  capital  was  concentrated  in  the  Panama  Canal 
area,  Nicaraguan  developmental  projects  encountered  increased  difficulty 
attracting  U.S.  funds.  Zelaya  tested  other  areas  for  the  capital  necessary 
to  develop  Nicaragua.  In  1909,  his  opponents,  this  time  with  more  validity, 
accused  him  of  shamelessly  flirting  with  foreign  governments  and  entrepre¬ 
neurs.  Zelaya's  private  secretary,  Luis  F.  Corea,  visited  the  European  capi¬ 
tals  and  Japan,  inquiring  whether  European  or  Japanese  capitalists  were  in¬ 
terested  in  discussing  a  canal  project.  The  Nicaraguan  government  claimed 
that  the  British  were  interested  in  a  joint  venture  with  Japan.  A  Nicaraguan 
conservative  historian,  however,  claimed  that  the  foreign  powers  refused  a 
concession  because  of  the  disturbed  state  of  Nicaragua.  The  Nicaraguan 
foreign  minister  warned  Corea  of  the  dangers  of  premature  discovery  by  the 
United  States.  Consul  Olivares  expected  Nicaraguan  society  to  accept  the 
rejection  of  its  transit  possibilities  without  objection.  In  an  analysis  that 
underscored  the  heart  of  the  U.S. -Zelaya  conflict,  Olivares  condemned 
Zelaya,  who,  "since  the  final  selection  of  the  Panama  Canal  route  by  our 
Government,  has  in  more  than  one  instance  schemed  to  thwart  the  great 
enterprise  by  covertly  exploiting  the  rejected  Nicaraguan  site."  He  consid¬ 
ered  Zelaya's  negotiations  with  the  Japanese  to  construct  a  canal  near 
criminal.  In  mid- 1909,  a  Diario  de  Nicaragua  editorial  suggested  that  a 
Nicaraguan-Japanese  alliance  would  stymie  U.S.  imperialistic  advances  in 
Central  America.  There  is  no  indication  how  seriously  the  Japanese  took 
the  Nicaraguan  proposal,  but  U.S.  officials  suspected  that  Japan  was  look¬ 
ing  for  an  opportunity  to  establish  a  foothold  on  the  isthmus  near  a  canal 
site.30 

French  interests  were  also  willing  to  respond  to  Nicaraguan  needs  for 
capital,  technology,  and  immigrants.  The  number  of  French  settlers  in  Nic¬ 
aragua  had  risen  from  fifty-four  (males?)  in  1893  to  two  hundred  (males?)  in 
1904,  and  French  investment  in  Nicaragua  remained  level  at  about  six 
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million  francs  in  the  first  decade  of  the  twentieth  century.  Despite  this 
relatively  modest  presence,  French  financiers  were  eager  to  respond  when 
the  Nicaraguan  government  approached  the  French  government  in  mid- 
1909  about  floating  a  loan  on  the  Paris  stock  exchange.  A  French  govern¬ 
ment  inquiry'  determined  that  Nicaragua  was  an  acceptable  financial  risk.31 

The  French  were  not  as  certain  about  the  political  risk,  however.  Before 
responding,  the  French  foreign  minister  inquired  whether  the  U.S.  govern¬ 
ment  would  interpret  a  loan  as  unfriendly.  The  U.S.  secretary  of  state 
wanted  the  French  government  to  inform  the  Nicaraguan  agent  that  a  loan 
would  be  conditional  upon  Nicaragua's  settling  its  affairs  with  the  United 
States.  The  French  government  accepted  this  proposal.  France  was  unwill¬ 
ing  to  squeeze  the  United  States,  but  found  no  objection  to  squeezing 
Nicaragua.  Later,  when  the  loan  to  Zelaya  was  about  to  be  placed  on  the 
Paris  stock  exchange,  the  secretary7  of  state  changed  his  tune,  claiming  that 
any  money  Zelaya  would  get  "would  be  without  doubt  spent  to  purchase 
mumtions  to  oppress  his  neighbors"  and  in  "hostility  to  peace  and  progress 
in  Central  America."  The  State  Department  also  advised  the  French  gov¬ 
ernment  that  the  Zelaya  loan  would  not  be  advantageous  for  European 
creditors.  The  French  minister  in  Washington  concluded  that  the  U.S. 
government  intended  to  supervise  the  finances  of  the  Central  American 
countries  in  order  to  protect  American  and  occasionally  European  interests. 
He  warned  that  the  U.S.  government  would  not  permit  the  direct  interven¬ 
tion  of  Europe  in  Central  America.32  The  Washington  government  had 
apparently  decided  that  keeping  Zelaya  in  financial  difficulty  was  an  impor¬ 
tant  step  in  a  program  to  remove  him. 

In  the  first  decades  of  the  twentieth  century,  Middle  America  from 
Mexico  to  Colombia  experienced  the  heavy7  hand  of  U.S.  policy  which 
sought  to  compel  acceptance  of  U.S.  objectives  aimed  at  security  and  well¬ 
being.  As  U.S. -Nicaraguan  relations  soured,  the  U.S.  government  sought  a 
cat's  paw  for  the  overthrow  of  Zelaya  in  the  form  of  a  reliable  Middle 
American  comprador  state  (one  led  by7  citizens  attached  to  and  sustained  by 
metropole  firms,  culture,  or  strategic  interests).  Guatemala  was  too  distant, 
corrupt,  and  divided  to  function  in  this  capacity;  and  besides,  Estrada 
Cabrera  had  tned  unsuccessfully  for  years  to  overturn  Zelaya.  U.S.  agents 
dismissed  Honduras  because  of  the  civil  stnfe  raging  in  that  country.  El 
Salvador  was  experiencing  a  wave  of  anti-Americanism.  For  a  brief  period, 
the  State  Department  considered  Mexico  a  likely  candidate.  When  Mexico 
rejected  the  role,  Costa  Rica  assumed  a  vital  position.33 

In  early  1907,  the  U.S.  government,  fresh  from  a  conference  on  peace 
and  arbitration,  voluntarily  observed  that  "it  would  not  feel  at  liberty  to 
criticize  the  course  of  Costa  Rica  should  that  country  deem  it  essential  to 
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her  own  protection  to  join  with  her  sister  Republics  in  Central  America  in 
an  effort  to  end  the  [Zelayaj  situation."  But  Costa  Rica  refused  to  join  the 
anti-Zelaya  campaign,  and  Costa  Rican  newspapers  sharply  criticized  con¬ 
tinued  U.S.  attacks  upon  Zelaya.  Merry  lamented  the  "considerable  abuse 
of  the  United  States  Government  and  people  being  printed  in  the  opposition 
Costa  Rican  papers."  Many  Costa  Rican  politicians  resented  the  overbear¬ 
ing  pressure  to  act  against  Zelaya,  to  leave  the  United  Fruit  Company 
untouched,  and  to  conform  to  U.S.  expectations.34 

Despite  repeated  refusals,  the  U.S.  government  continued  to  pressure 
Costa  Rica  to  act  against  the  Nicaraguan  leader.  U.S.  diplomats  assigned 
Zelaya  a  nefarious  role  in  Costa  Rican  politics;  charge  Gregory,  relying  only 
on  circumstantial  evidence  and  rumor,  reported  that  Zelaya  had  tried  to 
influence  the  1909  Costa  Rican  elections  in  favor  of  Ricardo  Jimenez,  who 
had  "attained  popularity  by  orating  vs.  foreigners,  especially  vs.  Americans 
and  the  United  Fruit  Co.  as  the  alleged  oppressor  of  Costa  Rica."  If  the 
Jimenez  faction  won  the  election,  Gregory  said,  Zelaya  would  obtain  great 
influence  in  Costa  Rica.  Merry  inappropriately  sermonized:  "While  politi¬ 
cal  liberty,  free  speech  and  press  are  commendable,  when  granted  to  a 
people  unfit  for  them  the  result  is  bad."35 

U.S.  Minister  to  Guatemala  Heimke  and  Minister  to  Costa  Rica  Merry 
reacted  differently  to  Costa  Rican  politics  in  1909.  Jimenez  assured  Merry 
that  he  was  independent  of  Zelaya  and  that  he  was  not  anti-American.  Fie 
admitted  that  some  of  his  supporters,  especially  Maximo  Fernandez,  were 
close  to  Zelaya;  he  said  he  hoped  Zelaya  would  be  deposed,  because  then 
Fernandez's  power  would  crumble  in  Costa  Rica.  Merry  suspected  that 
Jimenez's  attitude  toward  the  United  States  was  ambivalent,  but  that  his 
dissatisfaction  with  Fernandez  was  real.  Merry  expected  good  rule  from 
Jimenez  if  he  avoided  Fernandez  and  selected  honorable  men.  Fieimke 
judged  the  situation  differently.  Fie  deplored  Zelaya's  attempt  "to  impress 
his  iniquitous,  criminal  and  venal  thumb-print  upon  such  a  clean  and 
model  republic  as  Costa  Rica."  Fie  added:  "While  I  deprecate  armed  hos¬ 
tility  and  further  bloodshed,  I  think  a  perpetual  peace  could  be  obtained  for 
these  countries  if  the  Governments  of  the  United  States  and  Mexico  would 
raise  no  objections  to  giving  El  Salvador  and  Guatemala  a  chance  to  enter 
Nicaragua  and  wipe  Zelaya  off  the  rolls."36  Fieimke  was  merely  reformulat¬ 
ing  a  wish  his  government  had  communicated  in  other  language  to  Central 
American  governments  since  1907. 

The  U.S.  pressure  on  Costa  Rica  to  adopt  a  hostile  policy  toward  Zelaya 
was  common  knowledge  in  Central  America.  So  was  Costa  Rica's  resis¬ 
tance.  After  Jimenez  was  elected  in  1909,  German  Minister  Bonin  ques¬ 
tioned  how  long  the  new  president  could  resist  U.S.  gold  and  preserve 
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his  neutral  position  between  Zelaya  and  Estrada  Cabrera.  Jimenez  had 
campaigned  on  neutrality  in  the  squabble  between  Nicaragua,  the  United 
States,  and  Guatemala.  His  election  was,  in  Bonin's  words,  "a  blow  as  much 
for  the  Americans  as  for  their  pace-maker  Estrada  Cabrera."37 

In  late  1909  Zelaya's  forces  entered  Costa  Rica  in  the  sparsely  inhab¬ 
ited  jungle  area  on  the  Atlantic  coast  to  cut  off  support  and  supply  areas 
that  would  be  useful  to  U.S. -favored  General  Juan  J.  Estrada's  revolutionary 
movement.  U.S.  officials  seized  the  opportunity.  They  promised  that  if 
Costa  Rica  requested  armed  intervention  to  halt  a  Zelaya  incursion, 
Guatemala  and  El  Salvador  would  join  the  United  States  in  cooperating 
with  Costa  Rica.  Costa  Rica  replied  that  the  minor  border  incursion  was 
on  the  way  to  being  satisfactorily  resolved  and  that  it  considered  itself 
"without  motive  to  justify  taking  up  arms  against  Zelaya."  When  Costa 
Rican  Minister  in  the  United  States  Joaquin  Calvo  warned  that  the  United 
States  was  prepared  to  intervene  in  Nicaragua  if  the  Central  American 
states  did  not  act  first,  the  Costa  Rican  government  contacted  the  other 
Central  American  states  to  oppose  the  incursion.  Merry  confirmed  for 
Costa  Rica  that  the  United  States  would  intervene  if  requested  by  Costa 
Rica,  Guatemala,  and  El  Salvador.  Foreign  Minister  Ricardo  Fernandez 
Guardia  assured  Calvo  that  Costa  Rica  was  determined  "not  to  enter  such 
dangerous  actions  as  those  proposed  by  Washington."  It  "considered  the 
joint  action  proposed  contrary  to  the  Washington  treaty  and  desired  to 
maintain  a  neutral  attitude."38  Costa  Rican  officials  considered  the  United 
States  a  more  serious  threat  to  Central  American  peace  and  harmony  than 
Zelaya's  Nicaragua. 

The  Costa  Rican  government  expected  to  resolve  its  differences  with 
Nicaragua  through  a  satisfactory  diplomatic  arrangement  rather  than  a 
resort  to  force.  It  insisted  that  it  must  "determine  the  time  and  form  in 
which  it  ought  to  demand  a  reparation  relative  to  the  violation  of  territory." 
Huntington  Wilson  argued  that  Costa  Rica's  silence  on  Zelaya's  invasion  of 
its  territory  aided  him  to  defeat  Juan  Estrada's  revolutionary  forces.  Hunt¬ 
ington  Wilson,  unconcerned  with  Estrada's  violation  of  Costa  Rican  terri¬ 
tory,  considered  the  Costa  Rican  position  counter  to  its  "traditional  and 
effective  neutral  posture."  Costa  Rica  was  not  indifferent,  Calvo  replied;  it 
was  preparing  a  documented  case,  as  prescribed  by  the  1907  Washington 
Treaties,  which  established  a  recognition  policy,  a  Central  American  court, 
and  other  procedures  to  stabilize  Central  America.  Considering  the  fact 
that  the  Washington  Conference,  inspired  by  the  U.S.  government,  had 
labored  to  establish  mechanisms  of  mediation  and  diplomacy  to  solidify 
peace  and  stability  in  Central  America,  Costa  Rica  would  not  make  a  hasty, 
unwarranted  resort  to  force.  When  U.S.  pressure  to  undertake  armed  action 
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remained  unrelenting,  Foreign  Minister  Fernandez  Guardia  blurted  out  in 
frustration: 

We  do  not  understand  here  what  interests  can  the  Washington  govern¬ 
ment  have  that  Costa  Rica  assumes  a  resolutely  aggressive  position 
against  Nicaragua,  with  the  danger  of  compromising  the  observation  of 
the  . . .  conventions  of  December  20,  1907. ...  It  is  in  Central  America's 
interest  that  U.S.  action  with  respect  to  Nicaragua  should  assume  the 
character  of  an  international  conflict  and  in  no  sense  the  character  of 
an  intervention  tolerated  and  even  less  solicited  or  supported  by  the 
other  signatory  republics  of  the  Washington  Treaty.39 

Costa  Rica  refused  comprador  status  and  resisted  the  anti-Zelaya  campaign, 
insisting  that  the  United  States  assume  full  responsibility  for  whatever 
action  it  chose  to  take  in  Nicaragua. 

The  repeated  efforts  of  the  U.S.  government  to  prod  Costa  Rica  into  the 
lead  in  overthrowing  Zelaya  remained  confidential  until  the  Costa  Rican 
election  of  1923.  During  his  presidential  campaign  in  that  year,  Fernandez 
Guardia  publicly  proclaimed  that  Knox  had  urged  him  to  declare  war  on 
Nicaragua  during  the  1909  border  dispute.  In  response,  State  Department 
official  Dana  Munro  claimed  that  the  only  relevant  item  in  the  files  was  a 
published  note  of  November  19, 1909,  which  indicated  that  the  U.S.  govern¬ 
ment  would  view  intervention  by  the  Central  American  states  in  a  friendly 
light.40  In  fact,  the  U.S.  and  Costa  Rican  archives  contained  many  docu¬ 
ments  for  the  years  1907-1909  attesting  to  official  U.S.  urging  of  various 
courses,  including  the  use  of  force,  intended  to  overthrow  Zelaya,  as  well  as 
documents  proving  that  Costa  Rica's  government  had  always  refused  to 
serve  as  a  surrogate  in  that  project. 

Until  mid- 1 909,  the  United  States  used  moral,  financial,  and  material 
support  to  encourage  dissidents  in  Nicaragua.  As  the  winter  approached 
with  Zelaya  still  in  power,  the  U.S.  government  used  the  execution  of  two 
U.S.  soldiers  of  fortune  as  an  excuse  to  undertake  a  large  U.S.  military  build¬ 
up  off  the  coast.  Under  threat  of  invasion,  Zelaya  turned  over  the  presidency 
to  Jose  Madriz  and  left  the  country.  Some  Costa  Rican  newspapers  vented 
popular  dissatisfaction  with  U.S.  policy,  President  Taft,  and  Secretary  of 
State  Knox.  Although  admitting  that  Costa  Rica  had  the  freest  press  in 
Latin  America,  Merry  asked  Costa  Rican  officials  to  exert  "influence  to 
procure  from  the  management  of  [the]  press  in  this  Capital  respectful 
treatment"  of  the  U.S.  president  and  other  high  officials.  He  professed  to  be 
amazed  by  the  assault  upon  U.S.  officials  because  the  United  States  had  rid 
Central  America  of  "the  worst  enemy  Costa  Rica  ever  had:  the  President  of 
Nicaragua."  He  was  reading  Costa  Rican  history  through  State  Department 
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glasses:  most  Costa  Ricans  considered  the  filibusterer  William  Walker  their 
country's  worst  enemy  and  had  serious  reservations  about  Merry's  list  of 
the  injuries  that  Zelaya  had  inflicted  upon  their  country.41  Merry's  insis¬ 
tence  that  the  Costa  Rican  government  control  its  own  press  was  a  warning 
of  the  dangers  ahead,  as  U.S.  involvement  in  the  internal  affairs  of  Central 
America  increased. 

Fernandez  Guardia  agreed  with  Merry's  earlier  admission  "that  the 
liberty  of  the  press  is  real  and  effective  in  Costa  Rica,"  and  said  that  in 
providing  for  this  freedom,  Costa  Rica  had  followed  the  U.S.  example;  but 
he  added  that  all  countries  with  a  free  press  were  bound  to  experience 
abuses  of  press  freedom.  Minister  Calvo  assured  Assistant  Secretary  of 
State  Adee  and  Huntington  Wilson  that  the  disparaging  articles  came  from 
opposition  newspapers  that  hoped  to  embarrass  the  government  and  said 
that  since  the  same  thing  occasionally  happened  in  the  United  States,  there 
was  no  reason  why  the  U.S.  government  should  expect  special  treatment  in 
Costa  Rica.  Nevertheless,  Adee  and  Huntington  Wilson  expected  that  the 
Costa  Rican  government  could  influence  the  newspaper  sentiments  since 
"almost  all  the  press  of  Latin  American  countries  is  [government]  inspired." 
Despite  Calvo's  powerful  reasoning,  Knox  remained  adamant  that  Costa 
Rica  should  take  action  to  curtail  derogatory  remarks  against  high  ranking 
U.S.  officials.42  U.S.  officials  often  disparaged  Central  American  leaders, 
societies,  and  cultures;  but  in  this  case,  they  chastised  Costa  Rican  leaders 
for  not  corrupting  one  of  the  freest  presses  in  Latin  America. 

Spanish  diplomat  Manuel  Garcia  Jove,  a  critic  of  Zelaya's  regime, 
claimed  that  Latin  American  resentment  over  U.S.  policy  in  overthrowing 
Zelaya  was  widespread  and  intense.  He  noted  particularly  the  bitterness  in 
El  Salvador  against  the  United  States.  Adee  insisted  that  the  U.S.  position 
would  not  change  because  of  Latin  American  propaganda  charges  that 
rested  upon  an  erroneous  interpretation  of  fair  and  impartial  U.S.  acts. 
Despite  the  unfavorable  press  in  Latin  America,  Sands  claimed  to  believe 
that  the  U.S.  intervention  in  Nicaragua  "has  been  received  by  the  thinking 
element  in  Central  America  with  satisfaction  and  hope."  But  the  U.S. 
minister  to  Nicaragua,  Thomas  Dawson,  discovered  that  the  facts  of  Nic¬ 
araguan  politics  were  very  different  from  U.S.  hypotheses.  He  estimated 
that  the  liberals  comprised  an  overwhelming  majority,  perhaps  as  much  as 
85  percent  of  the  voters.43  U.S.  officials  commonly  misread  Latin  American 
reactions  to  U.S.  policies  and  conduct,  while  alleging  that  the  Latin  Ameri¬ 
cans  were  unappreciative  and  culturally  unable  to  understand  U.S.  goals 
and  objectives. 

Costa  Rica's  disagreement  with  U.S.  policy  in  Nicaragua  continued 
after  Zelaya  had  been  ousted.  Costa  Rica  accepted  Madriz  as  Zelaya's  con- 
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stitutional  successor.  The  United  States,  however,  could  not  recognize 
Madriz  precisely  because  he  was  constitutionally  selected  to  succeed  Ze¬ 
laya.  Under  the  Nicaraguan  constitution,  a  successor  served  only  during  the 
absence  of  the  president.  If  the  United  States  recognized  Madriz  as  constitu¬ 
tionally  appropriate  and  Zelaya  later  returned  to  Nicaragua,  Zelaya  would 
become  president  again.  The  United  States  therefore  insisted  on  complet¬ 
ing  the  conservative  revolution  to  make  certain  that  Zelaya's  removal  was 
permanent.44  There  was  to  be  no  chance  that  Zelaya's  independent  policies 
could  be  reconstructed  by  Madriz  or  reinstituted  by  Zelaya. 

In  1911  the  German  consul  in  San  Jose  reflected  on  the  U.S.  role  in 
Nicaragua  and  its  lingering  resentment  of  Costa  Rica's  conduct.  He  argued 
that  the  U.S.  government  welcomed  disorder,  which  it  manipulated  to 
subordinate  the  weak  Latin  American  governments.  The  U.S.  procedure 
was  demonstrated  in  Nicaragua.  After  President  Zelaya  had  raised  Nic¬ 
aragua's  culture,  honor,  and  justice  above  the  norm  for  Central  America,  the 
U.S.  government  had  labored  to  create  disorder  there.  Nicaragua,  the  consul 
surmised,  if  allowed  to  continue  under  the  course  Zelaya  had  set,  might 
have  escaped  the  U.S.  trap  of  subservience.  A  return  to  the  old  ways  excused 
U.S.  intervention.  He  offered  no  panacea,  but  cautioned  that  U.S.  policy  was 
detrimental  to  German  interests.45 

Zelaya's  administration  had  no  intention  of  accepting  the  economic 
backwardness  that  threatened  Nicaragua  as  a  consequence  of  the  U.S.  deci¬ 
sion  to  build  a  canal  at  Panama.  Zelaya  looked  diligently  for  capitalists  who 
could  finance  an  alternative  canal  and  promote  Nicaragua's  development. 
U.S.  officials  presumed  that  a  Nicaraguan  canal  financed  by  German,  Japa¬ 
nese,  French,  and  British  sources  would  threaten  U.S.  dominance  of  the 
Caribbean-Central  American  region.  Despite  the  fear  and  suspicion  in 
Washington  regarding  foreign  interests  in  Central  America,  there  was  little 
public  support  in  the  United  States  for  an  anti-Zelaya  campaign  until  the 
administration  charged  Zelaya  with  anti-Americanism.  Later,  a  U.S.  pup¬ 
pet,  President  Adolfo  Diaz,  sold  the  United  States  an  option  on  the  route 
(incorporated  in  the  William  J.  Bryan-Emiliano  Chamorro  Canal  Treaty  of 
1914)  to  assure  that  no  other  metropole  power  would  use  a  Nicaraguan 
canal  as  the  basis  for  a  challenge  to  U.S.  preeminence  in  the  Caribbean  area. 

The  United  States,  without  justification  to  deny  Zelaya's  authority 
under  the  rules  it  helped  establish  in  the  1907  Washington  treaties  on 
Central  America,  covertly  aided  Nicaraguan  dissidents  (such  as  Juan  Es¬ 
trada  and  Adolfo  Diaz)  and  hoped  for  overt  action  from  a  comprador  satellite 
to  overthrow  Zelaya.  Costa  Rican  officials  resisted  because  they  feared  the 
precedent  of  a  unilateral  U.S.  decision  to  destroy  the  political  institutions 
and  independence  of  a  small  state  it  had  grown  to  dislike.  Not  just  Costa 
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Ricans,  but  many  Central  Americans  had  reservations  about  U.S.  efforts  to 
organize  a  Central  American  armed  intervention  to  overthrow  Zelaya.  Ul¬ 
timately,  and  sadly,  the  United  States  acted  alone  to  destroy  Zelaya,  perhaps 
the  most  competent  ruler  of  independent  Nicaragua  in  the  pre-Sandinistas 
period. 


9 


A  U.S.  Dilemma:  Economic  Opportunity  and 
Anti-Americanism  in  El  Salvador,  1901-1911 


In  the  early  twentieth  century,  United  States  policies  in  El  Salvador  were 
inconsistent  and  at  cross-purposes.  An  examination  of  the  behavior  of  U.S. 
diplomats  in  El  Salvador  during  the  decade  after  the  Spanish  American  War 
and  the  early  stages  of  the  Open  Door  policy  reveals  the  contradictory 
nature  of  U.S.  expansion.  The  United  States  expected  the  Salvadoran  gov¬ 
ernment  to  adopt  political,  financial,  and  commercial  programs  that  would 
facilitate  American  penetration  of  that  society.  While  U.S.  political  and 
economic  influence  was  growing  in  El  Salvador,  that  society  was  supposed 
to  benefit  materially  through  a  transformation  toward  more  liberal,  demo¬ 
cratic  institutions.  When  U.S.  material  and  ideological  goals  clashed,  ideol¬ 
ogy  gave  way  to  economic  and  strategic  objectives,  which  were  accom¬ 
panied  by  the  persistent  interference  of  U.S.  businessmen  and  government 
officials  in  El  Salvador's  economic,  political,  and  international  affairs.  The 
interference  generated  anti-Americanism  among  Salvadorans.1 

U.S.  involvement  in  El  Salvador  had  been  quite  modest  in  the  nine¬ 
teenth  century  because  the  Central  American  country  lacked  size,  popula¬ 
tion,  and  a  Caribbean  coastline.  The  U.S.  role  changed  by  the  turn  of  the 
century  following  the  rapid  incorporation  of  the  western  United  States  into 
the  national  economy  and  the  industrial  growth  of  the  Northeast  and 
Midwest.  With  U.S.  expansive  energy  directed  into  the  trans-Mississippi 
West  and  beyond  into  the  Pacific,  El  Salvador  assumed  a  larger  role  in  U.S. 
geopolitical  thinking,  evident  by  the  establishment  in  1897  and  1901  of  two 
canal  commissions,  both  chaired  by  Admiral  John  Walker,  and  the  Hay- 
Pauncefote  canal  treaty  of  1901.  These  developments  revealed  El  Salvador 
as  a  likely  terminal  for  a  Nicaraguan  interoceanic  canal  or  railroad,  as 
possessing  a  possible  entrepot-naval  station  in  Fonseca  Bay,  and  as  an 
export  center  for  its  own  and  much  of  Guatemalan  and  Honduran  produc¬ 
tion.  It  also  boasted  a  supply  of  cheap  labor.  Its  comparatively  large  and 
underemployed  population  (second  only  to  Guatemala's  in  the  isthmus 
area)  meant  that  Salvadoran  labor  was  exported  to  work  on  the  Honduran 
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and  Guatemalan  railroads,  in  Honduran  mines,  and  on  Caribbean  fruit 
plantations.2  In  short,  El  Salvador  assumed  geopolitical  importance  in  the 
great  power  competition  for  transit,  communication,  and  market  oppor¬ 
tunities  in  the  Pacific. 

El  Salvador's  liberal  political  economy  had  achieved  a  modicum  of 
political  stability  by  the  first  decade  of  the  twentieth  century.  The  Sal¬ 
vadoran  liberal  elite  had  passed  various  land  expropriation  decrees  between 
1879  and  1882,  and  by  the  late  1890s  the  decrees  had  been  largely  imple¬ 
mented.  Expropriation,  however,  stimulated  civil  disorders,  six  in  fifteen 
years,  which  were  crushed  with  the  newly  created  and  foreign-trained  rural 
guard,  militia,  and  army  forces.  Various  foreign  powers  exercised  influence 
on  Salvador's  armed  forces.  Chilean  military  advisers,  trained  by  Germans, 
served  in  El  Salvador  in  the  late  nineteenth  century.  The  Chilean  advisers 
were  replaced  in  the  late  1890s  by  a  French  military  mission  which  re¬ 
mained  into  the  1920s.  While  the  exploitation,  repression,  and  maldistribu¬ 
tion  embedded  in  El  Salvador's  political  economy  would  return  to  disturb 
that  society  periodically  in  the  future,  the  immediate  impact  of  foreign- 
trained  troops  was  a  brief  period  of  comparative  tranquillity.  In  the  years 
from  1900  to  1914,  the  nation's  economy  and  political  stability  offered 
some  attractions  to  foreigners,  especially  to  U.S.  businessmen  and  govern¬ 
ment  officials.3  While  the  Salvadoran  society  was  seeking  internal  stability 
from  the  domestic  disorders  of  the  1880s  and  1890s,  U.S.  society,  also 
internally  disarrayed  in  the  1873-1898  period,  was  searching  for  external 
sources  to  alleviate  disorder  there. 

In  the  years  from  1906  to  1913  U.S.  diplomats  and  businessmen  op¬ 
posed  Salvadoran  presidents  General  Fernando  Figueroa  and  Manuel  Enri¬ 
que  Araujo  because  these  leaders,  selected  and  sustained  by  the  traditional 
methods  of  Salvadoran  politics,  guided  Salvadoran  society  in  ways  which 
upset  the  U.S.  idealized  dream  for  El  Salvador.  American  dissatisfaction 
expressed  itself  in  support  for  "democratic"  opposition  leader  and  perennial 
exile  Prudencio  Alfaro.  Some  of  Alfaro's  support  came  from  individuals  or 
factions  (for  example,  the  Moisant  brothers  (John,  Alfred,  George,  and  Ed¬ 
ward],  U.S.  Consul  John  Jenkins,  U.S.  businessman  P.  P.  Brownson,  and 
Salvadoran  General  Potenciano  Escalon  and  his  supporters)  which  set  a 
high  priority  on  U.S.  economic  penetration  of  Salvadoran  society.  While 
Figueroa  exhibited  no  great  commitment  to  broad-based,  popular  participa¬ 
tion  in  a  fair,  just  society,  Araujo  represented  some  of  the  best  sentiments 
for  justice,  fairness,  and  social  improvement  which  Central  America  pro¬ 
duced  in  that  era  of  rampant  liberalism  and  positivism.  U.S.  interference  in 
El  Salvador's  internal  power  struggle  demonstrated  little  sensitivity  to  the 
social,  economic,  or  humanitarian  qualities  of  the  various  Salvadoran  lead- 
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ers  or  factions.  William  A.  Williams  has  described  the  tragedy  that  results 
from  Americans  wishing  for  humanitarian,  democratic  development  in 
societies  they  have  judged  important  for  the  expanding  U.S.  role  in  the 
world.  The  insistence  that  these  societies  adopt  U.S.  values  and  institutions 
negates  the  wish  for  self-government  and  democratic  institutions,  espe¬ 
cially  when  comprador  domestic  elites,  subservient  to,  dependent  on,  or  co¬ 
opted  by  U.S.  interests,  tried  to  secure  conditions  essential  to  U.S.  business, 
security,  and  ideology.  The  United  States  wanted  Central  America  devel¬ 
oped  in  a  manner  suitable  for  expanding  U.S.  economic  and  geopolitical 
interests,  yet  simultaneously  it  wished  the  Central  American  states  to 
develop  U.S.  liberal  institutions  and  democratic  practices.  The  U.S.  rhet¬ 
oric  called  for  constitutional  democracies,  according  to  historian  John  C. 
Chasteen,  allowing  only  for  "a  decorative  constitutional  framework"  that 
did  not  permit  "political  opposition."4  To  realign  Salvadoran  society,  U.S. 
policy  encouraged  its  destabilization.  In  part,  U.S.  officials  acted  aggres¬ 
sively  in  Salvadoran  society  in  order  to  counteract  influences  by  other 
foreign  powers  upon  this  society. 

Besides  the  United  States,  Salvadoran  political  factions  invited  Gua¬ 
temala,  Nicaragua,  and  other  foreign  states  to  assume  active  roles  in  Sal¬ 
vadoran  politics.  The  power  struggle  between  Figueroa  and  Alfaro  involved 
factions  with  support  from  Guatemalan  President  Manuel  Estrada  Cabrera 
and  Nicaraguan  President  Jose  Santos  Zelaya.  The  support  for  factions  by 
various  Central  American  states  in  each  other's  political  life  had  some 
logic  and  justification  because  these  states  shared  the  language,  history, 
and  some  cultural  characteristics.  The  Central  American  states  also  re¬ 
ligiously  proclaimed  their  intention  to  reestablish  a  Central  American 
Union.  The  United  States,  however,  was  culturally  and  linguistically  alien 
and  demonstrated  little  interest  in  acquiring  the  knowledge  or  sensitivity 
which  would  have  enlightened  its  relationship  with  El  Salvador.5  While  the 
Central  American  states  shared  a  dream  of  Central  American  union  and 
remained  within  a  Hispanic  cultural  tradition,  U.S.  interference  ignored 
(perhaps  even  rejected)  that  tradition  and  sought  to  establish  conditions 
favorable  for  U.S.  economic  activity.  U.S.  involvement  which  was  cultur¬ 
ally,  economically,  and  politically  insensitive  lay  at  the  foundation  of  the 
rising  anti-Americanism. 

In  part,  El  Salvador  was  an  alien  battlefield  for  Central  American 
strongmen  and  U.S.  businessmen  and  diplomats  who  competed  for  wealth, 
power,  prestige,  and  security.  From  the  rise  of  Estrada  Cabrera  to  the  Guate¬ 
malan  presidency  in  1898  until  the  fall  of  Zelaya  from  the  Nicaraguan 
presidency  in  1909,  these  two  strongmen  struggled  to  dominate  Central 
American  society.  Zelaya  had  worked  well  with  the  U.S.  government  until 
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the  decision  to  build  a  canal  in  Panama  threatened  to  condemn  Nicaragua 
to  a  dwarfed  economic  future.  When  Zelaya  and  his  supporters  searched 
for  foreign  capital  to  build  a  non-U. S. -controlled  canal,  the  United  States 
developed  a  tolerance  for  brutal  dictator  Estrada  Cabrera  and  was  willing  to 
support  him  as  a  counterweight  to  Zelaya's  prestige  and  power  on  the 
isthmus.  El  Salvador's  political  economy  became  one  battleground  for 
the  power  struggle  between  Zelaya  and  Estrada  Cabrera.  Zelaya  generally 
supported  the  Alfaro  faction  because  Figueroa  opposed  Central  American 
union  under  Zelaya's  leadership.  Even  Estrada  Cabrera  had  originally  nego¬ 
tiated  with  Alfaro  and  U.S.  Consul  Jenkins  until  the  latter  came  to  doubt 
his  candor.  Alfaro  and  Jenkins  then  opened  talks  with  the  Mexican  diplo¬ 
matic  agent  in  Guatemala.  Estrada  Cabrera  had  no  desire  to  help  build  a 
strong  Salvadoran  political  faction  under  Alfaro  which  would  owe  political 
debts  to  the  United  States  and  to  two  political  sources  in  Central  Amer¬ 
ica — Zelaya  and  Mexico — which  the  Guatemalan  government  considered 
hostile  or  unfriendly.  At  this  point,  Estrada  Cabrera  lost  interest  in  the 
Alfaro  faction.  The  Guatemalan  president  was  hostile  toward  a  Mexican- 
Salvadoran  alliance  because  he  charged  that  Mexico  historically  had  seized 
Guatemalan  northern  territories.  Mexican  officials  denied  rumors  of  sup¬ 
porting  the  Salvadoran  government,  alleging  Guatemala  repeated  such 
stories  to  justify  new  importation  of  arms.6  As  a  counterweight  to  U.S., 
Mexican,  and  Zelayan  intrigues  in  El  Salvador,  Estrada  Cabrera  reluctantly 
supported  President  Figueroa.  The  U.S.  consular  officials  and  business  in¬ 
terests  supported  Alfaro  because  he  held  out  promise  for  policies  favorable 
to  U.S.  economic  penetration. 

Consul  Jenkins  and  his  allies  believed  a  political  transformation  in  El 
Salvador  was  the  surest  means  to  expand  U.S.  business  and  political  oppor¬ 
tunities  in  El  Salvador.  The  Alfaro  faction,  the  vehicle  selected  to  perfect 
the  political  transformation,  received  material  and  moral  support  from 
various  Americans,  but  chief  among  them  were  the  Moisant  family  and 
Jenkins.  The  Moisant  family  apparently  arrived  in  El  Salvador  from  the  U.S. 
west  coast  in  the  late  nineteenth  century,  acquired  several  plantations,  and 
entered  banking,  finance,  and  commerce.  The  brothers  eventually  became 
Salvadoran  citizens,  but  in  the  first  decade  of  the  twentieth  century  they 
apparently  retained  U.S.  citizenship.  It  is  possible  that  they  possessed  dual 
citizenship.  In  the  early  twentieth  century,  the  Moisants  and  Jenkins  be¬ 
came  disillusioned  with  the  governing  Salvadoran  political  faction  because 
it  refused  to  support  their  economic  aspirations.  To  protect  and  expand 
their  wealth,  the  Moisants  entered  Salvadoran  politics,  at  times  quite  pub¬ 
licly,  especially  when  they  harbored  the  revolutionary  chief  General  Esca- 
lon  on  their  estate.  The  brothers  were  accused  of  numerous  violations  of 
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Salvadoran  law  and  certainly  were  guilty  of  ill-considered  activity.  The 
ambivalent  policies  that  Jenkins  pursued  were  not  signs  of  ignorance,  but 
reflected  the  contradictions  and  tension  inherent  in  the  competitive  nature 
of  the  U.S.  political  economy  and  ideological  thinking.  Jenkins's  policy 
encouraged  instability  in  El  Salvador  and  strengthened  Zelaya's  influence  in 
Central  America.  In  these  same  years,  the  U.S.  government  sought  to  create 
order  and  stability  by  means  of  a  Central  American  court  and  the  overthrow 
of  Zelaya.  The  more  general  goals  for  Central  America  were,  however, 
subordinated  to  short-term,  concrete  economic  gains  in  El  Salvador.  In  191 1 
the  Spanish  minister  in  El  Salvador  observed  that  the  United  States  had 
supported  Alfaro's  revolutionary  efforts  for  more  than  a  dozen  years  in  ex¬ 
pectation  of  obtaining  preponderant  influence  in  El  Salvador.7  The  Jenkins- 
Moisant  group  considered  assurance  of  support  for  the  Salvadoran  political 
faction  most  sympathetic  to  U.S.  penetration  a  vital  step  in  obtaining  the 
desired  business  opportunities.  The  size  of  the  Moisant  family  and  the 
variety  of  its  activities  revealed  the  breadth  and  depth  of  the  private  and 
public  U.S.  role  in  that  country.  The  Moisants,  however,  represented  only  a 
fraction  of  U.S.  involvement  in  El  Salvador. 

Although  the  United  States  publicly  called  for  peace,  order,  and  sta¬ 
bility  in  Central  America,  U.S.  support  for  such  goals  in  El  Salvador  re¬ 
mained  clouded.  Rather  than  sustain  the  existing  Salvadoran  government, 
which  the  U.S.  government  recognized,  Jenkins  conducted  public  "covert" 
activity  which  encouraged  a  Salvadoran  revolutionary  faction  and  brought 
the  mutual  hostility  between  Mexico  and  Guatemala  into  El  Salvador.  In 
1905  Jenkins  took  unauthorized  leave  to  visit  Guatemala,  where  he  con¬ 
spired  with  the  revolutionary  forces  to  overthrow  the  Salvadoran  gov¬ 
ernment.  He  met  openly  with  President  Estrada  Cabrera  and  Salvadoran 
revolutionary  leader  Alfaro.  Salvadoran  President  Figueroa  complained  con¬ 
fidentially  to  Costa  Rican  officials  that  Jenkins  was  distinctly  partial  to¬ 
ward  Nicaraguans  (Zelaya)  and  toward  Salvadoran  emigrants  notorious  for 
their  opposition  to  the  existing  Salvadoran  government.  Jenkins  was  not 
pursuing  a  policy  which  promoted  peace  and  stability  in  El  Salvador,  yet  he 
received  no  reprimand  from  the  State  Department.8 

The  U.S.  government  continued  to  support  its  consul  and  the  Moisants 
even  after  it  learned  that  the  brothers  were  linked  to  Zelaya  and  openly 
active  in  Salvadoran  politics.  Jenkins  maintained  close  contact  with  Ze¬ 
laya's  consul,  Felipe  Nery  Fernandez,  and  with  the  Moisant  brothers,  who 
had  hidden  General  Potenciano  Escalon,  an  Alfaro  supporter,  on  their  es¬ 
tate.  Jenkins  had  the  audacity,  President  Figueroa  told  the  Costa  Rican 
government,  to  declare  that  Escalon  was  on  the  Moisant  estate,  but  under 
his  protection  for  humanitarian  reasons.9  Despite  its  announced  objectives 
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of  stability  and  order,  the  U.S.  government  continued  to  tolerate  the  ar¬ 
rogant  conduct  of  Jenkins,  who  looked  to  internal  and  external  sources  of 
support  to  unseat  President  Figueroa. 

Jenkins  missed  no  opportunity  to  irritate  the  Figueroa  government  and, 
once  back  in  El  Salvador,  named  Alfred  J.  Moisant  his  vice-consul  without 
consulting  his  superior,  Minister  to  Costa  Rica  William  H.  Merry,  who  was 
temporarily  in  charge  of  the  legation  in  El  Salvador.  The  Salvadoran  govern¬ 
ment  refused  to  accept  Moisant's  credentials  because  of  his  political  ac¬ 
tivities,  and  Minister  Merry,  obviously  with  Jenkins  in  mind,  warned  all 
Americans  to  keep  out  of  local  politics.  Merry  acknowledged  that  the 
Moisant  family  was  not  quiet,  peaceful,  or  businesslike  (Merry  apparently 
meant  they  were  obstreperous,  aggressive,  argumentative,  and  frequently 
more  attentive  to  political  activity  than  to  their  business),  but  unfortu¬ 
nately  involved  extensively  in  Salvadoran  politics.  Fie  noted  that  one  Moi¬ 
sant  brother,  John,  had  already  been  expelled  as  a  pernicious  foreigner. 
The  U.S.  charge  in  Guatemala,  William  Franklin  Sands,  supported  Merry's 
charges,  describing  John  Moisant  as  a  well-known  soldier  of  fortune  with  a 
reputation  as  a  gun-slinger.  Jenkins,  P.  P.  Brownson,  another  American,  and 
the  Moisants,  declared  Sands,  were  aiding  Zelaya  and  his  ally  Alfaro  to  gain 
influence  in  El  Salvador,  for  which  these  Americans  expected  "fat  contracts 
from  Zelaya  and  Alfaro."10 

Merry  and  Sands  were  not  alone  in  condemning  the  conduct  of  mem¬ 
bers  of  the  Moisant  family.  In  1906  and  early  1907,  most  U.S.  officials  in 
Central  America  considered  the  Moisant  clan  a  disturbing  element  in  Sal¬ 
vadoran  life,  yet  acted  to  protect  them  and  their  interests.  In  mid  1907  U.S. 
Consul-General  George  FI.  Murphy  reported  that  George  and  Edward  Moi¬ 
sant  were  in  prison  for  aiding  antigovernment  revolutionaries,  with  losses 
on  their  estate  mounting.  Murphy  hoped  Merry  and  the  arrival  of  the  U.S. 
war  vessel  Yorktown  (which  he  and  Merry  had  requested)  would  secure  the 
release  of  the  two  Moisant  brothers,  an  adequate  indemnity,  and  a  guaran¬ 
tee  against  further  molestation.  Murphy  did  not  mention  an  investigation 
to  determine  guilt  or  liability  in  regard  to  the  imprisonment  of  the  Moi¬ 
sants.  He  asserted  that 

maintenance  of  American  prestige  and  the  right  of  protection  claimed 
by  American  citizens  for  their  persons  and  property  in  Central  America 
require  vigorous  action.  If  these  Governments  can  be  taught  that  they 
are  responsible,  and  responsible  at  once,  for  the  acts  of  tyranny  perpe¬ 
trated  upon  American  citizens,  visitors  to  these  countries  like  myself 
will  hear  less  often  from  American  residents  the  reproach  that  they  are 
treated  with  less  consideration  .  .  .  than  are  British  subjects.11 
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Murphy  did  not  condemn  the  conduct  of  the  Moisant  family,  but  he  ac¬ 
knowledged  that  the  Moisants  were  involved  in  matters  which  disturbed 
U.S. -Salvadoran  relations. 

Later,  for  reasons  which  are  not  clear,  but  which  may  be  related  to 
the  U.S.  government's  desire  to  increase  economic  activities  in  Central 
America,  Merry  also  decided  that  the  Salvadoran  government  had  badly 
treated  the  Moisants.  He  recognized  that  Figueroa's  administration  proba¬ 
bly  wished  to  punish  the  Moisants  for  having  harbored  on  one  of  their 
plantations  the  dissatisfied  presidential  candidate,  General  Escalon,  who 
was  charged  with  organizing  a  revolt  against  the  government.  Merry  uni¬ 
laterally  decided  that  evidence  supporting  the  government's  charge  against 
the  Moisants  was  mostly  worthless  and  thus  a  weak  basis  for  imprisonment 
without  trial.  Merry  concluded  that  the  Salvadoran  officials  had  trespassed 
upon  the  Moisant  property.  He  also  believed  he  could  obtain  the  release  of 
George  and  Edward  Moisant,  but  expected  the  government  might  insist 
upon  sending  George  out  of  the  country,  an  action  that  he  thought  would 
probably  be  in  the  brother's  interest  because  of  his  criticism  of  the  govern¬ 
ment.  Both  brothers,  he  admitted,  "are  open  and  avowed  enemies  of  the 
Government  and  exercise  no  discretion  in  the  protection  of  their  inter¬ 
ests.  .  .  .  Their  intimacy  with  U.S.  consul  John  Jenkins  is  a  further  mark 
against  them,"  since  El  Salvador's  government  considered  all  close  associ¬ 
ates  of  Jenkins  to  be  enemies  of  the  state.  Nevertheless,  Merry  intended  to 
determine  for  himself  what  sum  the  Moisants  might  claim  as  damages  and 
then  cable  for  instructions  to  demand  that  sum.12 

Merry  continued  to  mix  in  the  Moisant  affair  in  ways  which  impinged 
on  Salvadoran  sovereignty.  When  he  encountered  local  police  about  to 
arrest  an  American  black  employed  on  the  Moisant  estate,  he  cavalierly  and 
without  knowledge  of  the  facts  informed  the  officer  in  charge  "to  present 
my  compliments  to  his  superior  and  to  say  that  they  were  arresting  an 
innocent  man  without  excuse."  The  records  do  not  reveal  whether  Merry 
succeeded  in  intimidating  the  Salvadoran  police  into  freeing  the  employee, 
but  they  explain  his  motivation.  He  recognized  that  the  economic  losses  at 
the  Moisant  estate  and  other  estates  in  El  Salvador  were  due  to  laborers 
being  conscripted  to  resist  incursions  of  Nicaraguan  armed  rebels.  The 
injury  to  the  Moisant  estates  was,  however,  poetic  justice,  since  John  Moi¬ 
sant  led  one  of  the  Nicaraguan  revolutionary  factions  which  had  invaded  El 
Salvador,  seized  Acajutla,  and  thus  produced  the  need  to  conscript  Sal¬ 
vadoran  agricultural  laborers  for  military  service.  Although  the  losses  were 
related  to  the  disturbances  in  El  Salvador  which  the  Moisant  family  was 
fostering  with  its  political  support  for  the  revolutionary  faction,  Merry 
overlooked  the  obvious  and  decided  the  Salvadoran  government  was  some- 
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how  responsible  for  the  losses  of  the  Moisant  estate.  His  position  on  com¬ 
pensation  for  Moisant's  losses  was  inconsistent  with  his  repeated  warnings 
to  the  Moisant  family  to  stay  out  of  Salvadoran  politics  “and  [to]  attend 
their  profitable  growing  business."  The  Moisants  "are  militant  Americans 
full  of  energy  and  industry  and  hard  to  protect,"  Merry  informed  the  State 
Department,  but  he  defended  them  because  they  were  U.S.  citizens  in¬ 
volved  in  major  economic  enterprises.  Merry  rationalized  to  justify  his 
defense  of  the  Moisant  family.  While  he  insisted  the  other  brothers  were  not 
responsible  for  John  Moisant's  actions,  he  admitted  that  family  members 
were  close  and  that  all  the  brothers  had  sided  with  the  invading  Alfaro- 
Escalon  faction  to  which  John  Moisant  belonged.13  While  Merry  infringed 
upon  Salvadoran  sovereignty  (offering  protection  to  John  Moisant,  who  had 
taken  up  arms  against  El  Salvador,  and  retaining  rather  than  dismissing 
Jenkins)  to  protect  the  Moisant  family,  it  was  clear  that  the  Moisants 
pursued  objectives  inconsistent  with  the  announced  U.S.  policy  of  promot¬ 
ing  tranquillity  in  Central  America.  The  Moisants  supported  the  revolu¬ 
tionary  faction  sympathetic  to  Zelaya,  whom  U.S.  officials  in  Washington 
considered  to  be  the  chief  source  of  disorder  in  Central  America. 

In  1909  Merry  became  concerned  that  the  U.S.  policy  of  support  for  the 
Jenkins-Moisant-Alfaro  cabal  in  El  Salvador  might  be  spreading  disorder  to 
other  areas  in  Central  America.  He  suspected  that  the  Moisant  family, 
using  funds  supplied  by  Zelaya,  might  try  to  upset  the  Costa  Rican  election. 
One  source  of  reliable  information  indicated  to  Merry  that  Zelaya  had  a 
large  cache  of  arms — 2,000  rifles,  200,000  rounds  of  ammunition,  and  four 
pieces  of  artillery — on  the  Nicaraguan-Costa  Rican  border  at  Salinas  Bay. 
Merry  learned  that  John  Moisant,  a  Zelaya  revolutionary  agent  who  "is 
undoubtedly  here  on  his  business,"  was  present  in  San  Jose,  Costa  Rica,  for 
several  weeks  during  the  presidential  campaign.  Since  Merry  knew  John 
and  his  family  well  from  the  tumultuous  1907  and  1908  affairs  involv¬ 
ing  Salvadoran  politics,  he  became  apprehensive  when  Moisant  studiously 
avoided  the  U.S.  legation.  Although  Merry  had  resisted  the  U.S.  govern¬ 
ment's  anti-Zelaya  position  in  the  years  from  1903  to  1909,  he  nevertheless 
feared  that  the  Moisant-Zelaya  alliance  could  disrupt  Costa  Rica,  which  he 
considered  to  be  the  exemplary  Central  American  society.  He  hoped  to  keep 
the  Costa  Rican  election  of  1909  free  from  Zelaya's  influence.  Ultimately, 
he  concluded  that  the  arms  were  presumably  marshaled  for  another  at¬ 
tempt  to  overthrow  the  Figueroa  government  in  El  Salvador  and  not  to 
decide  the  Costa  Rican  election.  He  viewed  the  Moisant-Zelaya  connection 
in  Costa  Rica  as  merely  the  consequence  of  the  search  for  a  safe  place  to 
organize  a  further  excursion  into  Salvadoran  affairs.14 

Although  revolutionary  activity  had  subsided  in  El  Salvador  by  1909, 


U.S.  Dilemma  in  El  Salvador  :  157 


Alfred  Moisant's  charges  of  mistreatment  kept  the  tension  high.  Merry 
presumed  the  Salvadoran  mistreatment  of  the  Moisants  had  occurred,  in 
part,  because  Moisant  controlled  a  bank  which  vigorously  challenged  and 
threatened  the  survival  of  three  other  banks  in  El  Salvador  that  lent  money 
to  the  government.  In  1909  Moisant's  Banco  Nacional  was  condemned  in  El 
Salvador's  Diario  Oficial  for  activities  contrary  to  national  banking  regula¬ 
tions.  When  a  routine  inspection  established  that  the  reserves  of  Moisant's 
bank  had  fallen  below  the  legal  minimum,  Salvadoran  law  required  a  public 
warning  about  the  danger  of  insolvency.  The  Salvadoran  government  and 
Moisant  disagreed  over  whether  the  Banco  Nacional  had  violated  the  bank¬ 
ing  law.  Moisant  claimed  his  banking  business  had  suffered  from  the  noti¬ 
fication  of  insufficient  reserves  published  in  the  Diario  Oficial.  The  U.S. 
government,  without  conducting  an  independent  investigation  and  relying 
solely  upon  Moisant's  assertions,  urged  the  Salvadoran  government  to  pub¬ 
lish  a  retraction.  El  Salvador's  foreign  minister  complained  to  the  U.S. 
minister  about  the  role  of  the  United  States  in  the  affair.  The  U.S.  govern¬ 
ment,  he  noted,  had  taken  a  strong  stand  on  an  issue  it  little  understood 
and,  without  evidence,  had  labeled  the  legal  actions  of  El  Salvador's  presi¬ 
dent  "incorrect  and  misleading."  Salvadoran  officials  refused  to  publish 
the  retraction  in  the  precise  wording  that  Moisant  and  the  U.S.  govern¬ 
ment  demanded.  The  Salvadoran  government  insisted  upon  an  explanatory 
introduction  because  they  judged  their  actions  correct,  and  because  the 
Moisant-U.S.  rectification  statement  would  have  publicly  humiliated  the 
government.  The  resolution,  requiring  an  interpretation  of  El  Salvador's 
constitution  and  various  Salvadoran  laws,  should  have  been  less  a  diplo¬ 
matic  and  political  battle  and  more  a  search  for  legal  and  constitutional 
precedents  and  interpretation.  Neither  Moisant  nor  the  U.S.  government 
ever  suggested  resolving  the  matter  in  the  courts.  Conscious  of  El  Salvador's 
need  for  capital,  Figueroa  had  always  acted  favorably  toward  banks  and 
Moisant's  bank  in  particular.  For  example,  in  1905  (before  the  Moisant 
family  had  allied  itself  with  Alfaro),  when  Moisant's  bank  had  been  threat¬ 
ened  with  bankruptcy,  Figueroa  had  compelled  the  other  Salvadoran  banks 
to  assist  it.  In  March  1910  the  matter  was  resolved  quietly  and  confiden¬ 
tially  on  an  amicable  basis  between  El  Salvador  and  Moisant.  This  agree¬ 
ment,  U.S.  Minister  Heimke  admitted,  left  the  U.S.  government  to  suffer  a 
loss  of  prestige  and  respect  because  it  had  officially  urged  an  uncompromis¬ 
ing  hard  line  while  the  Salvadoran  government  and  Alfred  Moisant  had 
been  willing  to  compromise.15 

U.S.  diplomats  not  only  intruded  into  Salvadoran  political  and  eco¬ 
nomic  life,  but  also  intervened  in  El  Salvador  in  an  ill-conceived  effort  to 
compel  the  Salvadoran  government  to  adopt  more  humane  policies.  In  1908 
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U.S.  charge  John  H.  Gregory  indicated  that  the  Salvadoran  government 
caused  suffering  and  discontent  among  Salvadoran  citizens  because  it  was 
months,  even  years,  behind  in  paying  civil  officials.  After  visiting  a  middle- 
level  official,  he  "insisted  that  the  [Salvadoran]  Government  make  some 
effort  to  ameliorate  the  situation  and  destroy  the  causes  of  discontent." 
When  he  learned  that  El  Salvador  would  begin  paying  back  wages,  his 
victory  prompted  him  to  make  further  demands.  He  told  the  Salvadoran 
president  to  "surround  himself  with  more  representative  men"  and  to  initi¬ 
ate  "other  minor  reforms  .  . .  such  as  releasing  political  prisoners."  Gregory 
realized  he  might  have  overstepped  his  diplomatic  authority,  yet  he  judged 
he  was  "doing  about  what  the  Department  at  Washington  would  like  to  see 
brought  about  and  was  willing  to  take  the  risk  for  the  benefit  of  the  people 
here."  The  State  Department  mildly  chastised  him  for  his  actions,  but  took 
no  stronger  step  because  the  arrival  of  U.S.  Minister  Henry  Percival  Dodge 
terminated  Gregory's  authority  as  charge.16  Despite  public  statements  in 
favor  of  humanitarian  and  democratic  progress  in  Central  America,  the  U.S. 
government  seldom  instructed  its  officials  to  endorse  such  goals. 

More  commonly,  U.S.  official  activity  was  evident  in  political  and 
economic  spheres  to  produce  the  order  and  stability  presumed  essential  for 
U.S.  dominance  in  Central  America.  The  desire  for  order  had  been  one  of 
the  reasons  for  the  Central  American  Conference  which  met  in  Washington 
in  1907.  The  1907  Central  American  agreements  included  a  court  which 
was  expected  to  eliminate  the  inter-Central  American  intrigues  and  revo¬ 
lutionary  support  evident  in  Guatemalan  and  Nicaraguan  roles  in  El  Sal¬ 
vador  around  1906-1907.  The  first  case  presented  to  the  Central  American 
Court  involved  Honduran  charges  against  El  Salvador  and  Guatemala  for 
interference  in  its  internal  affairs  during  a  1907  dispute.  The  U.S.  govern¬ 
ment  had  strongly  urged  El  Salvador  and  Guatemala  to  submit  the  matter  to 
the  Central  American  Court  of  Justice.  At  first,  the  Salvadoran  leadership 
and  populace  had  been  reluctant  to  do  so  because  they  considered  the 
Guatemalan  position  to  be  without  foundation  and  insulting.  Moreover, 
the  Salvadoran  government  believed  its  support  for  Manuel  Bonilla  had 
been  consistent  with  U.S.  policy  in  Central  America  because  Bonilla  led  the 
Honduran  faction  opposed  to  Zelaya.  Most  Salvadorans  believed  their  gov¬ 
ernment  finally  agreed  to  go  before  the  court  only  under  U.S.  pressure.  Even 
in  the  preliminary  stages  of  the  case,  Salvadorans  expressed  strong  anti- 
American  sentiments  through  a  deluge  of  literature  and  slogans.  U.S.  Min¬ 
ister  Dodge  voiced  concern  to  the  Salvadoran  foreign  ministry  about  the 
widespread  anti-American  campaign.  If  the  Central  American  court  ren¬ 
dered  a  judgment  against  El  Salvador,  he  warned,  there  would  likely  be  an 
even  greater  outpouring  of  anti-American  sentiment.  The  court's  decision 
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in  early  1909  absolved  both  El  Salvador  and  Guatemala,  but  it  hardly 
reduced  anti-American  sentiment  in  El  Salvador,  because,  in  the  meantime, 
U.S.  intervention  to  overthrow  Zelaya  in  Nicaragua  had  generated  wide¬ 
spread  anti-American  sentiment  in  El  Salvador.17 

The  anti-Americanism  in  El  Salvador  in  the  early  twentieth  century 
was  chiefly  derived  from  policy  clashes  and  public  activity  related  to  the 
Moisant-Jenkins-Alfaro  turmoil  and  from  the  U.S.  government's  pursuit  of 
its  vision  of  a  more  stable  and  humanitarian  social  order  as  reflected  in  the 
1907  Central  American  Conference  in  Washington.  Over  the  decades,  U.S. 
officials  had  been  dissatisfied  with  their  inability  to  obtain  a  satisfactory 
revision  of  the  Salvadoran  tariff.  One  of  the  attractions  of  the  Alfaro  faction 
was  its  implied  willingness  to  cooperate  with  the  United  States  on  tariff 
reform,  if  it  ever  obtained  the  executive  office.  The  Figueroa  government 
did  not  pursue  policies  which  the  State  Department  considered  fair  to 
U.S.  businessmen.  U.S.  officials  were  shocked  to  learn  in  1908  that  a  new 
Salvadoran-French  commercial  treaty  gave  French  goods  tariff  advantages 
over  U.S.  products.  Upon  learning  that  the  United  States  did  not  receive 
most-favored-nation  treatment  and  that  there  was  "a  differential  treatment 
to  the  advantage  of  France  and  the  detriment  of  our  trade  in  a  country  which 
is  under  no  small  obligations  to  the  United  States,"  State  Department 
official  Robert  Bacon  ordered  an  official  inquiry.  In  response  to  the  inquiry, 
El  Salvador  offered  a  defense  of  its  policy  which  did  not  impress  U.S.  offi¬ 
cials.  Minister  Dodge  could  not  understand  El  Salvador's  contention  that 
the  United  States  "ought  to  extend  similar  [preferences  granted  by  the 
French]  to  Salvadoran  products"  in  order  to  receive  the  benefits  extended  to 
the  French.  In  a  further  effort  to  blunt  U.S.  criticism,  Salvadoran  officials 
claimed  they  were  considering  denouncing  the  French  agreement;  hence 
they  were  reluctant  to  extend  its  benefits  to  other  countries.  After  cabinet 
consultations,  El  Salvador's  president  insisted  that  extending  the  tariff 
benefits  to  the  United  States  would  greatly  shrink  the  revenues  and  endan¬ 
ger  repayment  of  Salvador's  foreign  debt.  Dodge,  convinced  by  the  argu¬ 
ments  of  the  Salvadoran  president  and  cabinet,  presumed  that  El  Salvador 
would  offer  the  United  States  at  least  some  duty  reductions  consistent  with 
its  financial  situation  and  obligations.18 

U.S.  charge  Arthur  Hugh  Frazier  observed  that  the  method  required 
to  obtain  Salvadoran  tariff  concessions  was  patient,  persistent  negotiat¬ 
ing  for  specific,  limited  reductions.  He  wanted  tariff  reductions  on  key 
U.S.  exports  to  El  Salvador,  such  as  cotton  goods,  flour,  drugs,  perfum¬ 
ery,  leather  goods,  and  hardware.  Despite  Frazier's  warning,  Secretary  of 
State  Knox  wanted  El  Salvador  to  initiate  a  liberal  trade  policy  toward  the 
United  States.  The  State  Department  considered  El  Salvador's  discrimina- 
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tion  against  U.S.  products  so  objectionable  that  it  was  "almost  unique  in 
this  hemisphere."  Rather  than  granting  such  concessions  to  the  United 
States,  El  Salvador  extended  the  preferential  duties  given  the  French  to 
Italian  products,  which  "still  further  aggravate^]  the  present  discrimina¬ 
tion  against  the  United  States  by  Salvador."  Knox  and  State  Department 
official  Adee  wanted  El  Salvador  warned  of  the  forthcoming  U.S.  double 
tariff — maximum  and  minimum  tariff  rates  would  allow  the  U.S.  govern¬ 
ment  quick  means  to  chastise  nations  which  pursued  trade  policies  consid¬ 
ered  inimical  to  the  United  States — with  the  implication  that  Salvadoran 
products  might  suffer  the  maximum  U.S.  tariff  allowed.  Knox  and  Adee 
could  not  comprehend  why  El  Salvador  offered  the  United  States  less  favor¬ 
able  commercial  terms  than  it  did  France  and  Germany.  Despite  Knox's  and 
Adee's  complaints,  Frazier  observed  that  the  actual  value  of  U.S.  imported 
products  on  the  Salvadoran  free  list  was  larger  than  the  combined  value  of 
all  other  states.19  Precisely  because  U.S.  trade  with  El  Salvador  was  so 
extensive,  it  became  much  easier  for  the  Salvadoran  government  to  make 
tariff  concessions  to  other  nations.  With  the  national  revenue  heavily  de¬ 
pendent  upon  tariff  income,  concessions  to  weaker  trading  partners  had 
minor  impact  upon  state  income.  Although  U.S.  trade  with  El  Salvador  was 
growing  in  the  early  twentieth  century,  Knox  believed  Salvadoran  tariff 
concessions  would  have  produced  even  more  dramatic  trade  expansion. 

The  State  Department  confronted  the  contradictions  arising  when  var¬ 
ied  interest  groups — investment  and  commercial  sectors — aggressively 
pushed  the  U.S.  system  upon  peripheral  countries.  U.S.  political  figures 
discovered  that  support  for  investment  or  commerce  required  different 
policies.  Those  firms  or  sectors  of  the  economy  not  effectively  supported 
cried  out  in  protest;  those  aided  often  discovered  their  goals  undermined  by 
other  State  Department  objectives.  The  U.S.  government  learned  that  in¬ 
creasing  investment  in  and  commerce  with  El  Salvador  were  not  neces¬ 
sarily  compatible  objectives.  Charge  Frazier  had  difficulty  in  persuading  El 
Salvador  to  facilitate  the  construction  of  a  Salvadoran  railroad  line  to  con¬ 
nect  with  the  Guatemalan  railroad  owned  by  Minor  Cooper  Keith  of  United 
Fruit  Company.  Keith  hoped  to  extend  the  Guatemalan  railroad  through  El 
Salvador  to  complete  an  interoceanic  transit  line.  El  Salvador's  president 
appeared  "to  be  a  little  afraid  of  the  domination  of  the  United  Fruit  Com¬ 
pany."  The  Salvadoran  government  resisted  United  Fruit's  penetration  until 
U.S.  diplomatic  intervention  overcame  the  resistance.  United  Fruit  bene¬ 
fited  from  the  fact  that  the  American-owned  El  Salvador  Railway  Company 
charged  inflated  internal  monopoly  rates  and  planned  to  monopolize  El 
Salvador's  steamship  traffic.  The  predatory  activity  of  the  El  Salvador  Rail¬ 
road  Company  created  a  hostile  reaction  in  El  Salvador  which  opened  up  the 
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possibility  for  the  Keith  railroad  project.  The  State  Department  welcomed 
El  Salvador's  determination  to  create  competition  via  a  contract  with  the 
Keith-United  Fruit  interests.20 

Simultaneously  with  the  El  Salvador-Keith  railroad  agreement,  Frazier 
had  succeeded,  after  decades  of  struggle  by  various  State  Department  offi¬ 
cials,  in  obtaining  a  draft  commercial  treaty  to  reduce  duties  on  the  en¬ 
trance  of  California  and  midwestern  products  into  the  Salvadoran  market. 
A  short  time  later,  the  tariff  reductions  acquired  after  the  long  struggle  were 
lost.  To  raise  the  funds  to  finance  the  construction  of  the  Keith  railroad,  El 
Salvador  had  levied  a  surtax  on  all  imports  and  exports.  The  surtax  (a 
byproduct  of  State  Department  intervention  in  Keith's  railroad  scheme) 
undermined  the  hard-earned  reduction  in  duties.  On  one  hand,  the  State 
Department  labored  diligently  to  reduce  duties  on  U.S.  products  entering  El 
Salvador.  On  the  other  hand,  U.S.  officials  urged  a  railroad  investment 
scheme  which,  by  requiring  a  surcharge,  effectively  canceled  the  tariff 
concessions.  Perplexed,  Knox  had  Minister  Heimke  "express  to  the  United 
Fruit  Company  the  hope  of  the  Department  that  the  Keith  concession  will 
not  turn  out  to  be  an  implement  to  increase  the  burdens  upon  American 
trade  with  Salvador."21  The  State  Department  was  confronting  the  limita¬ 
tions  of  its  capacity  to  serve  conflicting  U.S.  interests  abroad.  Even  when 
officials  in  the  State  Department  tried  to  serve  general  rather  than  specific 
interests,  they  were  in  fact  creating  conditions  more  favorable  to  particular 
sectors  of  the  U.S.  economy,  rather  than  the  economy  as  a  whole.  In  this 
instance,  Keith  obtained  a  railroad  concession  under  favorable  terms,  but 
U.S.  commercial  interests  saw  their  hard-won  commercial  treaty  under¬ 
mined  by  the  Salvadoran  government's  need  to  raise  funds  for  the  railroad 
construction.  Neither  of  these  State  Department  actions — involving  the 
tariff  or  the  railroad — revealed  much  concern  for  El  Salvador's  people.  Most 
Salvadorans  lacked  the  income  to  ride  the  railroad  or  purchase  U.S.  con¬ 
sumer  goods.  The  State  Department's  presumptions  that  U.S.  perspectives 
should  shape  El  Salvador's  political  economy  generated  suspicion  and  dis¬ 
trust  of  U.S.  policies  among  Salvadorans  which  often  surfaced  as  anti- 
Americanism. 

The  surtax  on  imports  to  fund  United  Fruit's  railroad  had  repercus¬ 
sions  for  El  Salvador's  trading  partners.  The  French  threatened  to  denounce 
their  commercial  treaty  with  El  Salvador  unless  their  products  were  ex¬ 
empted  from  the  surtax.  Since  France  was  the  largest  importer  of  Sal¬ 
vadoran  coffee,  its  threat  carried  considerable  weight.  Heimke  warned  that 
a  Salvadoran  policy  which  exempted  French  imports  from  the  surtax  while 
leaving  U.S.  goods  subject  to  the  tax  "would  constitute  a  new  discrimina¬ 
tion  against  American  commerce."  He  reminded  the  Salvadoran  govern- 
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ment  that  the  United  States  also  imported  considerable  coffee.  In  addition, 
Heimke  hinted  that  his  government  could  exert  influence  on  Salvadoran 
legislators.22  Despite  U.S.  diplomatic  efforts,  France  obtained  some  modest 
relief  from  the  1909  surtax,  remaining  in  a  commercially  privileged  posi¬ 
tion. 

The  continuing  dispute  between  U.S.  and  Salvadoran  officials  over  the 
tariff  was  related  to  the  question  of  economic  and  political  dependency.  The 
United  States  was  El  Salvador's  chief  trading  partner  (although  France  pur¬ 
chased  most  of  the  coffee),  but  desired  to  further  strengthen  its  commercial 
ties  with  that  country.  El  Salvador's  President  Manuel  Enrique  Araujo  was 
leary  of  excessive  reliance  upon  any  single  foreign  trade  partner  or  political 
master.  He  strove  to  maintain  balanced  relations  with  the  major  powers.  In 
1911  Heimke  hoped  that  Araujo's  administration  might  grant  the  United 
States  the  commercial  privileges  "now  enjoyed  by  France,  Germany,  and 
Belgium."  Dodge,  former  U.S.  minister  to  El  Salvador  who  had  moved  to  the 
State  Department,  seconded  Heimke's  view  that  the  United  States  might 
"obtain  some  specific  advantages  for  American  commerce,  beyond  those 
now  enjoyed  by  other  powers."  U.S.  economic  links  to  El  Salvador  were  also 
dependent  upon  an  extradition  treaty  which  would  allow  U.S.  firms  to  bring 
any  agents  who  misused  their  authority  back  to  domestic  courts  for  punish¬ 
ment.  While  El  Salvador  agreed  in  principle  to  an  extradition  treaty,  the 
specific  negotiations  were  slow  and  difficult.  Heimke  and  Dodge  were 
disappointed  that  more  progress  was  not  being  made  on  an  extradition 
treaty.  Despite  Salvadoran  reluctance,  Dodge  recommended  pressing  the 
matter.  Unmoved  by  U.S.  pressure  on  commercial  and  extradition  affairs, 
Araujo  remained  wary  of  dependence  upon  major  powers  and  labored  to 
build  an  independent  El  Salvador  and  hoped  for  a  strong  Central  American 
union.23 

Araujo  sought  to  develop  El  Salvador's  economy,  but  in  a  manner  that 
promoted  social  responsibility  and  was  not  abusive  of  the  poorer  elements 
of  the  population,  even  if  his  policies  created  temporary  disturbances.  U.S. 
officials,  however,  drew  upon  the  domestic  progressive  ideology  and  rhet¬ 
oric  to  explain  and  justify  the  need  for  order  and  stability  in  those  areas 
judged  vital  to  U.S.  well-being  and  security.  A  first  step  would  entail  termi¬ 
nating  the  civil  wars  and  inter-Central  American  struggles.  Earlier,  U.S. 
leadership  at  the  Central  American  Conference  of  1907  had  underscored  its 
desire  to  mediate  and  arbitrate  for  peace  and  stability  in  Central  America  if 
the  conditions  were  favorable  to  its  objectives.  The  Central  American  polit¬ 
ical,  economic,  and  military  leaders  did  not  uniformly  welcome  the  U.S. 
intervention  expressed  at  the  1907  meeting.  El  Salvador's  political  elite  had 
revealed  its  reluctance  to  follow  U.S.  direction.  Araujo  continued  this  tradi- 
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tion  of  suspicion  of  U.S.  objectives.  In  1911,  French  Minister  Auguste  Jean 
Marc  Fabre  believed  Araujo  was  acknowledged  as  "champion"  of  Central 
America  "in  the  resistance  to  U.S.  encroachment."  Fabre  recognized  that 
the  United  States  would  have  welcomed  a  mediator's  role  in  the  disputes 
involving  El  Salvador,  but  he  observed: 

If  the  opportunities  to  fulfill  [a  mediator's  role]  are  multiplied  and  if 
they  [the  United  States]  are  successful  in  it,  that  would  allow  them  to 
rule  here  in  a  manner  of  'pax  americana'  providing  them  almost  all  the 
advantages  of  a  takeover  of  Central  America,  without  presenting  the 
many  inconveniences  that  a  protectorate  would  bring  with  it,  since  it 
would  be  disguised.  .  .  .  The  mediator's  role  would  be  difficult  to 
maintain.  The  Central  Americans  are  suspicious  and,  if  the  govern¬ 
ments  sometimes  look  for  external  assistance,  as  El  Salvador  just  did  in 
making  use  of  the  United  States,  they  are  nevertheless  roundly  de¬ 
tested  by  everybody  for  appealing  to  a  foreign  power.24 

Araujo's  experience  with  U.S.  officials  in  the  early  twentieth  century  con¬ 
vinced  him  that  the  small  Central  American  states  needed  to  cooperate  if 
they  wished  to  protect  their  sovereignty  and  independence. 

Araujo's  strong  stand  for  Salvadoran  independence  and  his  healthy 
suspicion  of  U.S.  power  made  the  president  the  object  of  rumors  that  his 
public  image  covered  a  reality  of  collusion  with  the  "colossus  of  the  North." 
Fabre  mistakenly  lent  credence  to  the  rumor  that  the  State  Department  had 
welcomed  Araujo's  overtures  for  U.S.  support  in  the  1912  presidential  elec¬ 
tion  campaign.  According  to  the  rumor,  the  State  Department  agreed  to 
support  Araujo  if  the  Salvadoran  would  place  his  request  in  writing.  In 
return  for  its  support,  the  State  Department  wanted  a  commercial  treaty 
advantageous  to  the  United  States  and  a  commitment  to  create  in  El  Sal¬ 
vador  "a  large  bank  of  emission  the  direction  of  which  would  remain  in  the 
hands  of  New  York  financiers."  In  fact,  Araujo  never  considered  himself  an 
opponent  of  the  United  States  nor  did  he  change  direction.  He  had  always 
presumed  that  his  policy  would  best  serve  Salvadoran  interests  and  those  of 
foreign  powers  wishing  to  conduct  business  with  an  independent  El  Sal¬ 
vador  over  the  long  term.25 

Araujo's  concern  with  underscoring  Salvadoran  sovereignty,  especially 
with  regard  to  the  United  States,  was  related  to  the  view  of  many  Sal¬ 
vadorans  that  the  United  States  presumed  special  prerogatives  in  Central 
America.  The  imperial  manner  in  which  the  United  States  implemented  its 
metropole  role  generated  ill  will  and  distrust.  Since  about  1900,  U.S.  gov¬ 
ernment  and  businesses  often  sought  to  mold  El  Salvador's  political  econ¬ 
omy  to  serve  their  penetration  of  that  country.  The  Central  American 
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republics  often  objected  when  the  United  States  resorted  to  force  because, 
individually  or  collectively,  they  could  scarcely  expect  to  be  victorious  if 
force  governed  U.S. -Central  American  relations.  For  example,  the  U.S. 
military  intervention  in  Nicaragua  in  1912  found  little  sympathy  in  El 
Salvador.  Araujo  announced  that  the  U.S.  intervention  would  provoke  “a 
great  scandal  on  the  whole  continent"  and  produce  "consequences  which 
are  difficult  to  perceive."  The  U.S.  minister  in  El  Salvador  had  no  sooner 
stated  that  no  more  troops  would  land,  when  3,500  additional  marines 
arrived  in  Nicaragua.  In  1912  El  Salvador  tried  unsuccessfully  to  organize 
its  sister  Central  American  states  for  collective  opposition  to  U.S.  interven¬ 
tion  in  Nicaragua.  When  the  other  states  agreed  privately,  but  proved  reluc¬ 
tant  to  oppose  publicly  a  determined  U.S.  intervention  in  Nicaragua,  little 
El  Salvador,  in  the  words  of  a  French  diplomat,  "attempted  a  collective 
action  of  El  Salvador."  The  Salvadoran  president  telegraphed  the  U.S.  au¬ 
thorities  his  government's  conviction  that  U.S.  military  intervention  in 
Nicaragua  was  in  discordance  with  the  1907  Central  American  agreement 
which  condemned  intervention.26  Salvadorans  considered  the  precedent  of 
arbitrary  U.S.  intervention  in  Nicaragua  as  a  threat  to  their  independence 
and  self-government. 

Upon  the  eve  of  opening  the  Panama  Canal,  President  William  Howard 
Taft  sent  Knox  on  a  goodwill  mission  to  ameliorate  the  residual  distrust  of 
U.S.  policy  on  the  isthmus.  Taft's  administration  recognized  that  the  Cen¬ 
tral  American  and  Caribbean  area  had  become  a  vital  point  in  U.S.  trade 
with  the  world.  Antagonism  and  anti-Americanism  because  of  the  U.S.  role 
in  El  Salvador  and  Nicaragua  prompted  the  Salvadoran  military  to  take 
extraordinary  measures  to  protect  Knox  during  his  visit  in  early  1912.  The 
Salvadoran  chief-of-staff  assigned  the  danger  to  Knox  to  dissident,  dis¬ 
gruntled  Americans,  not  to  Salvadorans:  "There  is  nothing  to  fear  from 
Salvadorans,  we  have  under  surveillance  25  or  30  strangers,  but  they  are  all 
Americans."27  While  there  was  good  reason  for  many  Salvadorans  to  wish 
Knox  harm,  the  Salvadoran  military  chief  did  not  explain  why  Americans 
posed  a  threat  to  him.  Salvadorans  were  unhappy  with  U.S.  tariff  policy, 
support  for  Keith's  railroad  project,  the  undermining  of  El  Salvador's  inde¬ 
pendence,  the  U.S.  threat  to  Salvadoran  security  in  Fonseca  Bay  (a  Sal¬ 
vadoran  and  Honduran  interpretation  of  the  terms  of  the  U.S. -Nicaraguan 
canal  treaty),  and  U.S.  military  interference  in  Nicaragua.  There  were  also 
fresh  memories  of  the  U.S.  support  for  Escalon,  Alfaro,  fenkins,  the  Moi- 
sants,  the  Zelaya-revolutionaries  who  invaded  El  Salvador  in  1907,  and  the 
U.S.  insistence  that  El  Salvador  face  Honduran  charges  before  the  Central 
American  Court  in  1908-1909.  Knox's  mission  was  expected  to  erase,  or  at 
least  blur,  the  "colossus  of  the  North"  image. 


U.S.  Dilemma  in  El  Salvador  :  165 


Salvadorans,  like  many  other  Latin  Americans,  viewed  U.S.  expansion 
and  intervention  as  a  threat  to  their  culture  as  well  as  to  their  independence 
and  economic  well-being.  Araujo  intended  to  undermine  U.S.  cultural, 
ideological,  and  political  influence  by  supporting  the  Hispano-American 
University,  founded  in  Bogata,  Colombia,  in  the  early  twentieth  century. 
This  university,  aiming  at  a  transnational,  Hispanic  response  to  increased 
U.S.  involvement  in  Latin  American  societies,  had  attracted  considerable 
support  from  intellectuals,  but  little  funding.  Araujo  agreed  to  transfer  the 
university  to  El  Salvador  in  1911.  The  U.S.  minister  in  El  Salvador  dis¬ 
trusted  the  institution's  purpose.  In  1912,  under  U.S.  pressure,  Araujo  al¬ 
lowed  the  paper  institution  (it  had  a  small  staff,  but  no  buildings)  to  move 
further  north  to  Mexico.28  U.S.  officials  were  sensitive  to  the  importance  of 
cultural  institutions  and  symbols.  The  formation  of  a  university,  aimed  at 
strengthening  Latin  culture  and  by  extension  undermining  Anglo-Saxon 
cultural  influences  in  Latin  America,  became  a  matter  of  concern  and  quiet 
opposition. 

The  U.S.  government's  decision  to  interfere  in  Salvadoran  internal 
affairs  to  create  a  political  climate  best  suited  to  shortterm  U.S.  economic, 
political,  and  security  interests  was  ill-advised.  With  little  understanding  of 
either  El  Salvador  or  Central  America,  the  U.S.  government  could  scarcely 
coordinate  its  own  competitive  economic  demands — trade,  investment, 
and  security — into  a  coherent  foreign  economic  policy.  Jenkins  labored  to 
destabilize  El  Salvador  and  to  aid  Zelaya,  while  Washington  called  for 
stability,  order,  and  the  overthrow  of  Zelaya.  The  United  States  struggled  for 
a  new  tariff  arrangement  with  El  Salvador  which  a  U.S.  entrepreneur  then 
undermined  in  order  to  obtain  control  over  El  Salvador's  railroad  system. 
U.S.  officials  treaded  upon  Salvadoran  sovereignty  and  sought  to  mold  its 
foreign  economic  ties  in  a  form  inimical  to  Salvadoran  economic  and  cul¬ 
tural  well-being.  The  ambivalent,  self-serving  nature  of  these  U.S.  efforts 
generated  anti-Americanism.  El  Salvador's  elite  remained  suspicious  and 
distrustful  of  U.S.  actions  well  into  the  future.  With  this  legacy  for  guid¬ 
ance,  El  Salvador's  government  opposed  the  1912  Nicaraguan  intervention, 
as  well  as  the  1914  Bryan-Chamorro  Treaty,  and  remained  neutral  in  World 
War  I. 


Conclusion 


The  foregoing  essays,  in  describing  various  aspects  of  the  rivalry  that  grew 
out  of  the  internationalization  of  laissez-faire  competition,  suggest  some 
of  the  problems  this  competition  created  for  peripheral  states  like  those 
in  Central  America.  International  competition  had  been  common  in  the 
mercantilist  age,  but  most  nation  states  had  attempted  to  regulate  it 
through  imperial  monopolies  and  other  laws  and  customs.  The  decline  of 
mercantilism  and  the  rise  of  laissez-faire  societies  in  the  eighteenth  and 
early  nineteenth  centuries,  after  brief  periods  of  national  internal  devel¬ 
opment,  shifted  more  competition  into  the  international  sphere.  In  the  late 
nineteenth  and  early  twentieth  centuries,  the  inability  of  laissez-faire  sys¬ 
tems  to  deal  with  grave  internal  and  external  economic  crises  (such  as  the 
world  depression  of  1873-1898)  and  the  strong  pattern  of  interactions  be¬ 
tween  metropole  and  peripheral  regions  in  the  world  system  magnified 
world  economic  problems.  The  political  units  in  this  disturbed  world  econ¬ 
omy  sought  to  alleviate  their  internal  social  and  economic  problems 
through  social  imperialism — the  use  of  external  relations  to  solve  internal 
problems.  The  international  devices  used  by  nation-states — diplomacy, 
military  power,  financial  institutions,  technology,  marketing  facilities, 
multinational  corporations — are  essential  elements  in  the  story  of  expan¬ 
sionism.  The  objectives  of  social  imperialism  guided  these  devices  to  mold 
the  modern  world  system. 

U.S.  society  pursued  policies  to  bolster  its  living  standard  and  achieve 
an  elevated  rate  of  capital  accumulation.  In  the  nineteenth  and  early  twen¬ 
tieth  centuries  the  United  States  experienced  several  major  adjustments 
of  its  social  order:  (1)  it  used  liberal  ideology  (commonly  in  some  so¬ 
cial  Darwinian  variation)  to  explain  and  justify  the  social  and  economic 
changes  of  the  industrial  revolution;  (2)  it  adopted  corporate,  or  organized, 
capitalism  when  liberal  capitalism  proved  unable  to  establish  the  order  and 
stability  needed  to  protect  the  capital  accumulated  under  the  brief  experi¬ 
ment  with  the  free  market  system  (roughly  1861-1890);  and  (3)  it  pursued 
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social  imperialism  (or  Open  Door  imperialism)  in  an  effort  to  allow  con¬ 
tinued  rapid  capital  accumulation  while  blunting  internal  social  protest 
against  the  maldistribution  of  wealth  under  the  liberal  economic  system. 
Social  imperialism  sought  to  increase  the  living  standard  of  the  domestic 
working  class  (it  made  them  an  imperial  labor  class,  which  profited  from 
the  labor  of  peripheral  workers)  in  order  to  achieve  the  stability  and  order 
required  for  a  smoother,  more  predictable  domestic  economy. 

In  the  1 860s  the  leadership  of  the  rising  industrial  system  in  the  United 
States  would  not  permit  Southern  secession  because  the  liberal  ideol¬ 
ogy  espoused  by  Adam  Smith  and  his  adherents  linked  a  nation's  material 
well-being  and  security  to  an  expanding  market  (commonly  equated  with 
"growth").  Security  and  well-being  required  preserving  the  national  terri¬ 
tory  and  transforming  peripheral  regions  into  units  that  "fit"  the  metro- 
pole's  social,  economic,  and  political  realities  and  dreams.  The  political 
leadership  in  the  South,  only  vaguely  aware  of  the  forces  of  the  world 
system,  misjudged  the  power  of  King  Cotton.  Textile  materials  were  indeed 
vital  to  the  nineteenth-century  world  system;  but  the  textile  did  not  have  to 
be  cotton  and,  if  cotton,  it  did  not  have  to  come  from  the  South.  Southern 
leaders  saw  the  value  of  the  Central  American  isthmus  more  as  a  source  of 
booty  than  as  the  world  trade  link  of  the  industrial  North  Atlantic  commu¬ 
nities  with  the  Pacific  basin.  Ultimately,  the  Confederacy  tried  to  disrupt 
Union  commercial  activity  around  the  isthmus.  In  short,  the  South  began 
to  recognize  the  functioning  of  a  world  system,  but  excluded  itself  from  its 
operation.  This  was  the  essence  of  American  exceptionalism. 

U.S.  trade  expansion — the  potential  savior  of  the  crisis-plagued  U.S. 
economy — was  never  seen  as  dependent  upon  the  penetration  of  Central 
America,  or  even  Latin  America,  but  rather  as  requiring  use  of  the  isthmus 
to  incorporate  the  market  of  the  Pacific  basin  into  the  North  Atlantic 
industrial  community.  Thus  the  Central  American  isthmus  acquired  a  key 
role  in  U.S.  expansionism  because  of  its  unique  capacity  to  give  U.S.  mer¬ 
chants  access  to  the  Pacific  basin. 

From  the  1860s  to  the  1890s,  U.S.  liberals  implemented  a  national 
development  program  which  included  a  national  currency,  a  national  bank¬ 
ing  system,  a  protective  tariff,  aid  for  communication  and  transportation 
networks,  encouragement  of  aid  for  immigration,  and  aid  for  agricultural 
and  mining  education.  The  search  for  markets  expanded  beyond  the  na¬ 
tional  borders  and  called  for  new  perspectives  from  U.S.  diplomats.  In  1869 
Louisianan  George  McWillie  Williamson,  appointed  minister  to  Central 
America,  struggled  to  redirect  Central  American  trade  toward  Louisiana 
and  the  Gulf  Coast  area.  He  recognized  that  this  required  not  merely  estab¬ 
lishing  isthmian  internal  communications,  growth  in  Central  America's 


1 68  :  The  United  States  in  Central  America 


agriculture  and  commerce,  and  steamship  lines  between  Guatemala  (Cen¬ 
tral  America)  and  New  Orleans,  but  also  a  reformed  consular  corps  to  serve 
U.S.  businesses  more  adequately.  He  believed  that  dealing  with  the  periodic 
"overproduction"  problem  in  the  United  States  called  for  U.S.  agents  abroad 
to  be  active  in  promoting  U.S.  interests  instead  of  merely  protecting  them. 
An  increasing  number  of  U.S.  officials  and  businessmen  began  to  reach  a 
similar  conclusion. 

In  the  depression-filled  last  quarter  of  the  nineteenth  century,  the 
private  sector  searched  for  a  device  to  pool  capital,  limit  competition, 
stabilize  market  activity,  and  yet  allow  profits  to  remain  large.  After 
its  experiments  with  pools  and  trusts  (entrepreneurial  inventions  to  limit 
costs,  share  markets,  and  restore  order  and  profitability  to  businesses) 
proved  unsuccessful  in  limiting  competition,  it  settled  ultimately  upon  the 
holding  company  (a  corporation  that  owns  other  corporations).  The  domes¬ 
tic  ideologies  that  accompanied  the  transformation  were  social  Darwinism 
(an  explanation  for  social  change  which  held  that  natural,  evolutionary 
laws  governed  societies)  and  the  gospel  of  wealth  (the  idea  from  Andrew 
Carnegie  that  the  acquisition  of  wealth  entailed  Christian  stewardship  of 
what  was,  in  fact,  God's  wealth).  Both  these  perspectives  muted  protest: 
with  Natural  Law  or  God  guiding  the  production  and  distribution  of  wealth, 
who  could  protest?  Since  the  domestic  economy  developed  unevenly,  the 
markets  for  certain  sectors  of  production  became  "saturated"  earlier  than 
others.  When  faced  with  saturation  of  their  domestic  market,  producers, 
distributors,  and  speculators  increasingly  looked  abroad  to  alleviate  their 
problems.  Holding  companies,  commonly  called  multinational  corpora¬ 
tions  on  the  international  level,  relied  upon  ideology  (Nature,  God,  Man¬ 
ifest  Destiny,  or  a  civilizing  mission)  to  lend  moral  justification  to  their 
vigorous  search  for  markets  to  absorb  the  glut  of  production  or  capital. 

In  the  late  nineteenth  century,  the  communications  network  serving 
the  U.S.  economy — the  railroads  and  shipping  lines — spread  beyond  na¬ 
tional  borders  into  Mexico,  the  Caribbean,  and  Central  America.  Despite  a 
domestic  market  plagued  with  rapid  cyclical  changes,  the  ability  of  U.S. 
firms  to  extract  profit  from  the  domestic  economy  remained  consistently 
high  due  to  a  friendly  federal  political  environment  which  used  subsidies, 
tax  laws,  or  generous  access  to  national  resources  to  aid  the  enterprises. 
Capital  accumulation  occurred  at  a  furious  pace.  Gradually  pressure  rose  to 
create  more  opportunity  for  capital  export.  Not  only  confidence  artists  like 
John  C.  Fremont — who  developed  railroad  schemes  in  the  United  States, 
Mexico,  and  Costa  Rica  that  envisioned  immense  profits — but  hard-nosed 
entrepreneurs  looked  abroad  for  opportunities  to  invest  accumulated  capi¬ 
tal  in  economic  activity  which  they  believed  they  had  mastered.  When 
Charles  Crocker,  Leland  Stanford,  and  William  Huntington  (the  entrepre- 
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neurs  of  the  Central  Pacific  railroad)  found  no  more  attractive  investment 
opportunities  in  western  U.S.  railroads,  they  built  or  purchased  Guate¬ 
malan  railroads  in  the  1870s  and  1880s.  In  those  decades  the  liberal  regimes 
in  Central  America  encouraged  the  influx  of  metropole  capital  and  entre¬ 
preneurs,  seeing  it  as  a  potent  stimulus  to  the  growth  of  their  own  national 
economies. 

The  study  of  Central  America's  foreign  relations  in  the  nineteenth  and 
early  twentieth  centuries  has  usually  focused  on  Britain  and  the  United 
States,  but  this  perspective  has  overlooked  significant  Central  American 
relationships  with  other  metropole  powers.  For  example,  when  Fremont 
discovered  that  he  could  not  easily  profit  from  the  Costa  Rican  railroad 
venture,  he  authorized  an  agent  to  entice  Prussian  Chancellor  Otto  von 
Bismarck  with  the  prospect  of  creating  a  German  naval  base  at  Puerto 
Limon,  Costa  Rica.  After  a  news  leak  exposed  Prussian  interests,  Bismarck 
withdrew  from  this  diplomatically  risky  venture,  but  this  was  only  a  minor 
tactical  retreat.  During  the  Bismarck  years,  the  Germans  upgraded  their 
diplomatic  representation  in  Central  America  in  response  to  large  increases 
in  German  trade  and  investment.  In  the  1870s,  when  German  residents 
encountered  difficulties  with  the  Nicaraguan  government,  Bismarck's  gov¬ 
ernment  startled  U.S.  officials  by  gathering  a  six-ship  squadron  on  Nic¬ 
aragua's  coasts  to  extract  an  indemnity  and  symbolic  salute.  After  initially 
supporting  the  German  position  in  the  Eisenstiick  affair,  U.S.  officials 
realized  that  such  support  hampered  their  efforts  to  secure  a  dominant 
position  in  Latin  America  under  the  Monroe  Doctrine  and  its  latter-day 
expression,  panamericanism.  In  the  early  1880s,  German-U.S.  relations 
were  shaken  when  German  Minister  Werner  von  Bergen  publicly  accused 
the  United  States  of  imperial  ambitions  in  Central  America.  Increased 
German  activity  also  provoked  warning  signals  from  British  and  French 
diplomats  in  the  late  nineteenth  century. 

The  political  doctrine  of  panamericanism  was  used  to  justify  efforts  by 
the  United  States  to  ameliorate  the  cyclical  crises  of  its  own  industrial 
economy  and  to  expand  its  economic  and  political  authority  in  Latin  Amer¬ 
ica  while  simultaneously  undermining  European  competitors.  The  recur¬ 
ring  depressions  of  1873-1898  increased  the  numbers  of  businessmen, 
politicians,  and  intellectuals  who  believed  that  the  United  States  needed  to 
expand  its  external  markets.  In  these  years,  the  Panama  Canal  project 
of  French  engineer  Ferdinand  de  Lesseps  and  German  penetration  of  the 
Caribbean-Central  American  area  greatly  disturbed  them.  Because  they 
expected  to  be  able  to  export  surplus  production  freely  into  the  world 
economy,  Americans  were  appalled  by  the  idea  that  a  European  metropole 
competitor  might  gain  control  of  the  vital  isthmian  link  between  the  At¬ 
lantic  and  Pacific  trade  areas.  International  economic  competition  there- 
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fore  joined  domestic  need  in  leading  the  U.S.  government  to  revitalize  older 
policies  aimed  at  limiting  competition  in  the  New  World.  The  Monroe  Doc¬ 
trine  was  revived,  European  incursions  into  the  hemisphere  were  judged 
hypersensitively,  and  panamericamsm  was  rekindled  in  the  1870s  and 
1880s. 

Beginning  in  the  1890s,  U.S.  foreign  policy  relied  on  political,  military, 
and  diplomatic  maneuvering  to  obtain  economic  and  financial  penetration. 
From  about  1890  until  World  War  I,  the  U.S.  political  economy  increasingly 
used  multinational  corporations  to  transfer  abroad  the  exploitation  of  the 
domestic  labor  force  and  the  consequent  problems  of  social  unrest  and  the 
discontentment  of  the  working  force.  To  facilitate  discussion  of  the  role  of 
these  transnational  entities  in  the  world  economy,  we  need  some  new 
terms.  The  term  home  country  designates  the  nation-state  in  which  the 
corporation  is  headquartered  or  where  its  trademarks,  logos,  patents,  li¬ 
censes,  blueprints,  and  technology  are  controlled.  The  term  host  country 
refers  to  the  nation-state  where  the  corporation  operates  through  affiliated 
firms,  daughter  corporations,  or  other  licensed  enterprises.  The  recurring 
social  crises  in  the  United  States  and  other  metropole  home  countries 
revealed  that  the  laissez-faire  system  could  not  function  without  refine¬ 
ment  because  it  produced  uncertainty,  chaos,  and  dangerous  social  crises, 
not  to  speak  of  threats  to  profits,  to  capital  accumulation,  and  to  the 
preservation  of  class,  status,  prestige,  and  power. 

In  host  countries,  these  multinational  corporations  often  built  isolated 
centers  of  extraction,  exploitation,  and  production,  which  are  commonly 
called  "enclaves."  These  enclaves  in  Central  America  encompassed  banana 
plantations,  mining,  railroad  construction,  and  port  services  (wharves,  in¬ 
surance,  lighters,  import-export  firms,  shipping,  and  so  forth),  all  of  which 
distributed  the  host  country  production  into  the  world  economy.  Enclave 
development  facilitated  the  crafting  of  a  "comprador"  elite,  whose  function 
was  to  welcome  and  support  metropole  enterprises.  The  comprador  group, 
consisting  of  representatives  of  the  indigenous  middle  class  or  elite  in  the 
Central  American  societies,  allowed  foreign  interests  to  maximize  their 
production  of  wealth.  After  the  1870s,  metropole  influence  spread  into  all 
areas  of  Central  American  life — educational,  professional,  military,  admin¬ 
istrative,  and  public  service. 

A  major  U.S.  goal  during  the  Spanish- American  War  of  1898  was  to 
obtain  access  to  Asia.  The  early  military  encounters  in  that  war  occurred  in 
the  Philippines,  Wake  Island,  and  Guam,  and  only  near  the  end  were  Cuba 
and  Puerto  Rico  involved.  But  U.S.  cooperation  with  revolutionary  forces  in 
Panama  was  closely  related  to  U.S.  expansion  in  Asia,  because  a  canal  was 
essential  to  tie  the  Pacific  to  the  industrial  base  in  the  northeastern  and 
north  central  states.  Repeated  U.S.  pronouncements  on  New  World  affairs 
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called  for  order,  stability,  and  the  peaceful  transfer  of  political  power.  U.S. 
officials,  including  President  Theodore  Roosevelt,  encouraged  revolt,  how¬ 
ever,  when  they  learned  that  the  new  Panamanian  government  would  im¬ 
mediately  agree  to  a  favorable  canal  treaty.  While  undermining  regional 
order  to  advance  its  own  interests,  the  U.S.  government  preached  inter- 
American  harmony  to  Latin  American  states.  Panamericanism,  aimed  at 
strengthening  U.S.  influence  and  undermining  possible  foreign  penetra¬ 
tion,  took  permanent  form  around  1903  with  the  decision  to  hold  regular 
meetings  of  the  Pan  American  Union,  which  functioned  chiefly  as  a  device 
for  U.S.  penetration  of  Latin  America. 

When  the  U.S.  political  economy  rejected  blacks  socially,  culturally, 
and  economically  in  the  late  nineteenth  century,  some  blacks  fled  the 
country  to  seek  employment  with  Guatemala's  Atlantic  coast  railroad 
project.  Around  1 908  State  Department  officials  protected  these  U.S.  blacks 
from  physical  assaults  by  Guatemalan  officials.  This  decision  was  not 
easily  reached,  but  U.S.  officials  decided  that  all  U.S.  citizens,  even  blacks, 
had  to  receive  the  utmost  protection  and  respect  if  U.S.  capitalists  were  to 
be  induced  to  enter  Central  America.  The  established  capitalists,  however, 
found  that  protecting  the  rights  and  property  of  U.S.  citizens  often  alienated 
local  officials  so  thoroughly  that  they  turned  sour  on  the  requests  of  these 
entrepreneurs  to  extend  the  time  or  to  expand  the  scope  of  their  conces¬ 
sions.  Thus  the  efforts  to  protect  the  rights  of  U.S.  citizens  and  to  induce 
new  investment  frequently  clashed  with  the  aspirations  of  established  U.S. 
enterprises.  For  this  reason,  when  the  Guatemalan  government  agreed  to 
accommodate  (white)  entrepreneurs  and  enterprises,  the  State  Department 
dropped  further  action  on  the  behalf  of  the  black  complainants. 

Social  imperialism  intensified  metropole  competition  because  it  en¬ 
crusted  the  points  of  contact  in  peripheral  areas  with  the  issues  of  metro¬ 
pole  well-being  and  prosperity:  the  competing  metropole  states  generally 
looked  inward  to  home  country  issues  rather  than  outward  to  host  country 
needs.  This  slighting  of  local  conditions  stimulated  the  resistance  of  Cen¬ 
tral  American  peripheral  societies  to  their  exploitation.  Although  the  Cen¬ 
tral  American  states  repeatedly  tried  to  play  one  metropole  state  off  against 
another  in  the  nineteenth  century,  this  strategy  was  seldom  successful  and 
became  increasingly  less  useful  in  the  twentieth  century.  The  persistent 
(and  frequently  increasing)  opposition  in  the  Central  American  societies 
promoted  the  use  of  force  or  threats  of  force  by  metropole  states.  The 
greater  the  resistance,  the  greater  was  the  need  to  restrict  the  sovereignty 
and  independence  of  Central  American  states.  When  the  metropole  states 
began  to  realize  that  the  use  of  force  reduced  their  ability  to  create  and 
extract  accumulation  in  a  host  country,  they  turned  to  comprador  groups. 

The  metropoles  encouraged  dependency.  By  definition,  the  restriction 
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of  the  sovereignty  of  a  peripheral  state  designates  the  extent  of  its  depen¬ 
dence  on  a  metropole.  Dependency  was  also  nurtured  because  the  pe¬ 
ripheral  areas  were  seen  as  essential  to  the  well-being  and  security  of  the 
metropole.  The  Roosevelt  corollary  to  the  Monroe  Doctrine  is  an  illuminat¬ 
ing  example  of  the  process.  When  the  Roosevelt  administration  decided 
that  the  risk  of  unwanted  foreign  intervention  required  U.S.  supervision  of 
the  international  debt  financing  of  the  Caribbean-Central  American  states, 
the  "logic"  of  dependency  took  over. 

Thus  in  the  twentieth  century  the  United  States  shared  the  sovereignty 
of  the  peripheral  states  in  the  Caribbean  region.  For  example,  it  often 
exercised  the  sovereign  powers  involved  in  collecting  revenue  to  repay  debt: 
it  supplied  customs  commissioners,  finance  supervisors,  and  other  revenue 
and  disbursement  agents— along  with  the  military  personnel  to  enforce 
revenue  collection  and  to  preserve  the  order  necessary  to  permit  business 
activity  without  which  there  could  be  no  collection  of  revenue.  Restricted 
sovereignty  establishes  a  chain  of  dependency.  The  same  result  follows 
from  the  supervision  of  "democracy"  or  "freedom"  in  another  state.  If  a 
metropole  denies  that  a  peripheral  state  has  these  characteristics  and  inter¬ 
feres  in  its  internal  social  processes,  the  metropole  serves  as  the  arbiter  of 
"democracy"  and  "freedom"  in  that  state;  the  peripheral  state  depends  upon 
the  metropole  to  define,  and  possibly  implement,  "freedom,"  "democracy," 
or  "financial  responsibility."  William  A.  Williams  has  described  the  recur¬ 
ring  tragedy  of  U.S.  international  relations  that  results  from  a  struggle 
between  two  tendencies  within  its  Open  Door  liberal  order:  one  of  these 
defines  the  periphery  as  essential  for  the  material  well-being  and  security 
of  the  United  States  so  that  it  must  necessarily  be  subjected  to  U.S.  su¬ 
pervision  and  control;  the  other  sees  it  ideologically,  as  deserving  self- 
government  and  freedom.  The  tragedy  is  that  most  often  the  materialism  of 
the  liberal  order  triumphs  over  its  social  and  ideological  goals. 

By  the  early  twentieth  century,  the  Central  American  states,  swamped 
with  metropole  agents  pushing  development  schemes,  had  surrendered  to 
metropole  interests  control  of  the  major  elements  of  their  internal  com¬ 
munications,  public  utilities,  national  debt,  currency,  state  revenue,  and 
other  economic  activities  that  produced  the  national  wealth.  The  Central 
American  societies  struggled  to  find  a  secure  role  in  the  revised  world  or¬ 
der,  but  the  huge  power  imbalances  between  the  metropoles  and  them¬ 
selves  largely  determined  who  succeeded.  These  peripheral  governments — 
influenced  in  significant  ways  by  the  comprador  elite — had  a  modest  share 
of  control  over  their  political  economies,  but  they  were  frequently  held 
solely  responsible  for  any  failures  that  touched  metropole  enterprises  or 
banks,  or  for  any  assertions  of  sovereignty  that  seemed  to  threaten  metro¬ 
pole  security. 
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U.S.  policies  in  Central  America  were  often  at  cross-purposes  in  other 
ways.  For  example,  between  1906  and  1913,  while  officially  denouncing 
violence  and  revolution,  U.S.  officials  covertly  supported  a  revolutionary 
faction  in  El  Salvador  because  this  faction  advocated  trade  and  investment 
positions  advantageous  to  U.S.  interests.  At  the  same  time,  this  Salvadoran 
faction  was  allied  with  Nicaraguan  President  Jose  Santos  Zelaya,  whom  the 
United  States  was  trying  to  overthrow  because  it  distrusted  his  links  with 
German  and  Japanese  capitalists.  Between  1907  and  1909,  despite  its  appeal 
for  peace,  order,  and  stability  on  the  isthmus,  the  United  States  repeatedly 
urged  Costa  Rica  to  assault  Zelaya's  government.  The  United  States  sought 
to  stabilize  the  political  economies  of  Central  America  through  political 
and  judicial  pacts  signed  in  Washington  in  1907  and  1923,  yet  in  order  to 
preserve  its  own  freedom  of  action,  it  refused  to  become  a  party  to  either 
agreement.  The  U.S.  leadership  assumed  that  progressive  law,  order,  and 
stability  would  further  U.S.  penetration  of  Central  America,  but  when  a 
particular  situation  revealed  that  law,  order,  and  stability  might  not  further 
this  objective,  it  readily  changed  its  "principles." 

One  early  metropole  response  to  domestic  economic  crisis  had  been  to 
heal  the  malfunctioning  laissez-faire  system  by  extending  it  worldwide,  a 
strategy  evident  in  British  free  trade  policies,  the  U.S.  Open  Door,  and 
President  Woodrow  Wilson's  Fourteen  Points  (points  two  through  six  of 
which  described  a  world  free  trade  system).  The  Open  Door— a  special 
version  of  free  trade — offered  supposedly  equal  opportunity  in  trade,  invest¬ 
ment,  and  communications  instead  of  the  complete  removal  of  trade  bar¬ 
riers.  Unleashing  laissez-faire  in  the  world  system,  where  the  mechanisms 
of  political,  judicial,  and  social  control  were  weaker  than  within  the  metro¬ 
pole  nation  states,  brought  opportunities  to  the  metropole  entrepreneurs 
and  instability  and  loss  of  sovereignty  to  the  peripheral  states.  In  order  to 
alleviate  problems  at  home  and  to  strengthen  national  security  and  well¬ 
being,  the  metropole  leadership  intended  to  exercise  only  modest  control 
over  the  entrepreneurs  who  went  abroad  in  search  of  personal  wealth. 

In  the  early  twentieth  century  European  competition  with  the  United 
States  sharpened.  German  entrepreneurs  were  scurrying  to  enter  Central 
American  public  utilities  as  a  means  of  introducing  the  technological 
products  of  Siemens,  Allgemeine  Elektrizitats-Gesellschaft  (AEG),  and 
other  firms.  German  banks  financed  coffee  trade  and  utilities  investments. 
France  also  interacted  in  important  ways  with  other  metropole  powers  and 
with  the  Central  American  societies.  In  the  early  part  of  the  century  French 
capital,  trade,  culture,  and  residents  had  resumed  a  major  and  dynamic  role 
in  Central  America.  U.S.  policy  in  the  early  twentieth  century  urged  the 
replacement  of  non-U. S.  interests  from  the  transit  area. 

World  War  I  and  its  aftermath  disrupted  and  decimated  the  European 
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presence  in  Central  America.  The  war  underscored  the  maturing  of  the  U.S. 
political  economy,  which  had  incorporated  its  western  territory  and  thirty 
million  European  immigrants  into  its  expanding  production  system  be¬ 
tween  i860  and  1914.  Essentially  isolated  from  the  European  war,  the  U.S. 
political  economy  secured  dominance  in  the  whole  Caribbean  and  Central 
American  area.  The  United  States  had  initiated  its  active  interventionism 
in  the  decades  before  World  War  I  and  would  continue  this  aggressive  policy 
throughout  the  1920s.  The  weakened  European  powers  wanted  to  reenter 
the  vital  isthmian  area,  but  since  they  lacked  the  material  or  political 
capacity  to  force  equal  opportunity  in  the  region,  they  had  to  settle  for 
whatever  crumbs  the  United  States  allowed  to  fall  from  the  table. 

From  the  outbreak  of  World  War  I  to  the  1940s,  the  United  States 
sought  to  secure  its  hegemony  and  to  incorporate  large  elements  of  Cen¬ 
tral  America  into  its  economic  and  cultural  orbit.  U.S.  hegemony  in  Cen¬ 
tral  America  seemed  secure  in  the  1930s,  but  the  contradictory  and  unsta¬ 
ble  nature  of  organized  capitalism  (a  hybrid  of  laissez-faire  ideology  and 
bureaucratic-corporatist  structures)  allowed  little  room  for  self-confidence 
in  a  competitive  world  system.  Through  the  Central  American  treaty  sys¬ 
tem  of  1923,  the  Import-Export  Bank,  the  Rio  Pact,  and  a  revitalized  Organi¬ 
zation  of  American  States,  and  by  expanding  the  multinationalization  of 
economic  activity,  achieving  informal  colonization  through  enclaves  and 
retirement  areas,  and  engaging  in  cultural  and  scientific  exchange,  the 
United  States  acted  to  preserve  its  hegemonic  position. 

Since  World  War  II  the  United  States  has  experienced  decolonization 
just  as  the  European  powers  had  in  the  interwar  years  and  again  in  the  1 940s 
and  1950s.  U.S.  leaders  misunderstood  the  Guatemalan  problems  in  the 
1950s,  the  Guatemalan  and  Nicaraguan  guerrilla  conflicts  in  the  1960s,  the 
Nicaraguan  opposition  to  the  Anastasio  Somoza  regime  and  legacy  in  the 
1 970s  and  1980s,  and  the  civil  war  in  El  Salvador  in  the  1970s  and  1980s. 
All  these  phenomena  are  best  understood  as  part  of  a  worldwide  anti¬ 
imperialism  phase.  Unfortunately,  North  America's  populace  and  political 
elite  have  difficulty  acknowledging  their  imperial  past  and  present.  In  what 
is  often  proclaimed  to  be  an  age  of  well-being  and  democracy,  the  U.S. 
government  and  the  bulk  of  the  society  have  commonly  sided  with  the  few 
wealthy  and  the  conservative  regimes.  As  the  major  imperial  power  of  the 
twentieth  century,  the  United  States  has  been  the  last  to  confront  the 
deimperialization  process,  just  as  in  the  nineteenth  century  it  managed, 
along  with  Cuba  and  Brazil,  to  be  among  the  last  of  the  slave  societies  in  the 
Western  World. 
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The  leadership  of  the  South  was  similar  in  composition  and  outlook 
throughout  the  mid-nineteenth  century.  The  Southern  leadership  did  recog¬ 
nize,  on  a  practical  level,  that  the  Caribbean  and  Middle  America  (Mexico, 
Central  America,  and  Panama)  were  important  to  the  Northern  and  South¬ 
ern  economies.  Since  the  early  nineteenth  century,  Yankee  labor  and  capital 
had  increased  production  of  certain  items  faster  than  a  liberal  economic 
system  could  find  suitable  markets  in  the  New  World  or  Europe,  so  distribu¬ 
tion  had  to  expand  into  the  Pacific  basin.  Southern  leaders  had  long  recog¬ 
nized  certain  fundamental  ties  between  cotton  and  the  world  economy,  but 
Southern  businessmen  would  normally  have  said  "England,"  "France,"  or 
"Europe"  instead  of  the  world  economy  because  they  perceived  economic 
forces  narrowly.  This  Southern  leadership  badly  misread  that  system  when 
it  acted  upon  the  belief  that  cotton  was  king.1 

King  cotton  assumptions  rested  upon  the  belief  that  Europe  needed 
Southern  cotton,  when  all  it  needed  was  fibers  for  use  in  textile  production. 
European  textile  mills  and  consumers  could  have  developed  alternative 
cotton  supplies,  switched  to  alternative  fibers,  or  developed  alternative 
consumption  patterns  to  mitigate  the  cotton  shortage.  The  Confederacy 
learned  that  as  a  peripheral  area  it  had  difficulty  even  influencing  the  terms 
of  exchange  with  metropole  areas.  Recognizing  its  dependency,  the  South 
rebelled  to  become  an  independent  state  in  the  mistaken  view  that  indepen¬ 
dent  political  authority  would  alter  its  economic  relationship  to  the  world, 
and  that  effective  political  independence  was  readily  achievable  without 
economic  self-reliance.2 

Historians  of  the  middle  period  of  the  nineteenth  century  have  not 
isolated  and  analyzed  this  faulty  comprehension  adequately.  Concern  with 
the  primacy  of  cotton,  southern  exceptionalism,  and  failed  southern  na¬ 
tionalism  has  limited  their  capacity  to  analyze  southern  history  in  the 
nineteenth  century.  Studies  of  the  Civil  War  often  grasp  at  the  military 
events  of  the  Civil  War,  the  internal  political  and  economic  problems,  or 
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personalities — distributing  the  blame  to  key  figures  for  the  inability  to 
obtain  recognition,  to  break  the  blockade,  and  to  sell  cotton — rather  than  in 
broader  theoretical  considerations.3 

To  break  the  poverty  of  this  interpretation,  historians  need  to  consider 
the  links  of  the  basic  structure  of  Southern  and  Northern  societies  to  the 
world  system  described  by  the  sociologist  Immanuel  Wallerstein.  The  focus 
should  be  Confederate  thought  and  strategy  in  regard  to  the  relationship  of 
its  and  the  Union's  political  economies  to  the  world.  Antebellum  cotton 
producers  had  acknowledged  that  web  of  relationships  when  they  presumed 
that  increased  consumption  of  cotton  textiles  in  Asia  meant  a  rising  price 
for  their  raw  cotton.  Only  by  understanding  the  relationship  of  the  political 
economies  of  the  sections  to  the  rest  of  the  world  can  the  role  of  inter¬ 
national  relations  and  the  sectional  perspectives  in  interaction  with  the 
world  be  evaluated  in  regard  to  the  policy  and  leadership  of  the  Civil  War 
adversaries.4  Cotton  had  limited  value  outside  the  world  system.  Over  the 
long  term,  it  was  immaterial  which  merchants  purchased  Southern  cotton. 
In  the  short  run,  Confederate  cotton  policy  distorted  the  role  of  Britain, 
France,  and  Belgium  in  the  world  cotton  system. 

A  number  of  historians  have  peeked  behind  the  confines  of  an  event- 
filled  parochial  history  of  the  Confederacy.  Various  historians  have  rec¬ 
ognized  fundamental  relationships  between  the  sectional  conflict  and 
the  world.  Charles  Beard,  Raimundo  Luraghi,  and  William  A.  Williams 
have  linked  the  Civil  War  to  an  altered  political  economy  in  the  United 
States,  viewing  the  Civil  War  as  part  of  a  clash  of  agrarian  mercantilism 
with  industrial  capitalism.  In  1959  Avery  Craven  countered  provincial 
approaches  to  the  Civil  War  by  describing  a  shift  from  local  political  and 
economic  power  to  a  national  perspective,  a  preliminary  version  of  Robert 
Wiebe's  "search  for  order."  He  argued  that  the  South  did  not  adjust  well  to 
the  transformations  jolting  U.S.  society  and  hence  the  Civil  War  and  South¬ 
ern  defeat  followed.  By  focusing  upon  the  relationship  of  local  or  regional  to 
national,  he  overlooked  the  world  aspects  of  mercantilism,  Southern  cot¬ 
ton,  and  Northern  fleets  and  industries.  The  Italian  historian  Luraghi  de¬ 
scribed  a  similar  process  and  carried  it  into  a  broader  international  setting. 
He,  unfortunately,  became  so  enamored  of  Southern  aristocracy  that,  after 
placing  the  North-South  conflict  in  a  comparative  world  perspective,  he 
insisted  the  South  was  different.  Some  historians  have  also  argued  for  the 
continuity  of  the  nineteenth-century  southern  political  economy,  which 
they  see  as  operating  within  a  world  economic  order.  They  have  recognized 
that  the  South  supplied  raw  cotton  to  European  (or  Northern)  manufac¬ 
turers,  financiers,  distributors,  and  consumers  in  exchange  for  industrial 
products.5 
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Emory  Thomas,  though  he  misread  the  structural  nature  of  the  Con- 
federate-European  relationship,  did  observe  the  subordinate  role  of  the  Con¬ 
federacy  in  the  world  cotton  trade:  "To  the  Southerners'  chagrin,  'King 
Cotton'  proved  to  be  a  puppet  monarch  whose  strings  the  Confederacy  did 
not  control."  The  lack  of  control  was  common  in  the  relations  of  periphery 
to  core.  Peter  Parish  recognized  the  incongruence  in  the  South's  belief  that 
the  Confederacy  could  function  better  without  the  world  than  the  world 
could  function  without  the  South.  Gavin  Wright  has  argued  that  world 
cotton  prices  were  in  decline  in  the  mid-  and  late  nineteenth  century,  so 
that  even  without  the  Civil  War,  Southern  society  faced  traumatic  changes 
which  the  planters  and  cotton  merchants  only  poorly  perceived.6  These 
historians  have  brought  us  closer  to  a  broader  view  of  the  South  in  the  mid¬ 
nineteenth  century.  We  need  to  go  the  rest  of  the  way  and  recognize  that, 
within  the  world  economy,  the  South  occupied  a  dependent,  peripheral 
relationship  which  used  coerced  labor,  imported  industrial  and  consumer 
goods,  and  borrowed  foreign  capital,  technology,  and  cultural  models. 

Stanley  Lebergott  has  recently  called  attention  to  the  overlooked  im¬ 
pact  of  commercial  policy  upon  the  fate  of  the  Confederacy,  arguing  that 
the  planters'  individualistic  insistence  upon  producing  cotton  for  personal 
gain,  thereby  diverting  land  and  labor  from  the  tasks  of  producing  food  and 
attending  to  military  needs,  hampered  the  war  effort.  He  undermines  his 
argument,  however,  when  he  points  out  that  the  common  wisdom  of  the 
planter  elite  was  that  wealth  came  from  selling  cotton  for  the  world  market: 
"Six  decades  of  expanding  cotton  markets  had  convinced  the  South  that  it 
possessed  a  near  monopoly  on  cotton  and  that  Great  Britain  and  France 
would  writhe  in  revolution  if  denied  the  South's  supply."  Sixty  years'  experi¬ 
ence  had  indeed  taught  the  planter  elite  to  increase  revenue  by  increasing 
production.  The  cotton  planter  believed  that  his  experiences  verified  cycli¬ 
cal,  supply-demand  theory.  The  disruptive  element  was  distribution,  not 
production.  Moreover,  many  planters  did  increase  food  production.  The 
cotton  planters  were  not  alone  in  such  presumptions.  In  the  nineteenth  and 
twentieth  centuries,  midwestern  corn  and  wheat  farmers,  automotive  and 
steel  manufacturers,  and  most  other  sectors  of  laissez-faire  capitalism  have 
followed  a  theory  and  an  interpretation  of  historical  experience  that  dic¬ 
tates  increasing  production  to  overcome  financial  shortfall.7  Some  planters 
attempted  to  solve  their  economic  problems  and  those  of  the  Confederacy 
by  producing  more  cotton,  which  could  be  sold  for  pounds  sterling,  to 
purchase  military  supplies  and  consumer  goods.  Many  Southerners  pass¬ 
ingly  recognized  aspects  of  the  world  textile  market  and  particularly  the 
world  cotton  textile  market,  but  in  the  crisis  of  1860-65,  they  overlooked 
the  systemic  forces  of  the  world  economy. 
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Modern  Civil  War  historians  have  had  some  difficulty  understanding 
the  Confederate  relationship  to  industrialization  and  industrial  production. 
The  authors  of  Why  the  South  Lost  insisted  that  the  Confederate  leaders 
paid  little  attention  to  the  blockade.  Other  historians  contend  that  the 
blockade,  though  disruptive,  was  not  the  cause  of  the  Confederate  defeat. 
These  historians  have  failed  to  recognize  that  the  blockade  severed  the  ties 
of  the  peripheral  South  to  its  industrial  base  in  Europe.  The  Confederate 
industrial  revolution,  they  argue,  "helps  explain  this  almost  blase  attitude 
toward  the  blockade."8  But  the  world  economy,  though  specialized,  was  not 
segmented;  it  functioned  as  a  whole.  The  South  could  not  import  because  it 
could  not  export  well.  The  Confederacy  had  difficulty  acquiring  foreign 
loans  because  its  political  and  economic  conditions  were  not  reassuring  to 
foreign  financiers.  Its  political  economy  was  weak  because  the  mechanisms 
for  distributing  its  production  were  disrupted.  And,  most  emphatically, 
Confederate  society  was  not  undergoing  an  industrial  revolution,  as  many 
claim;  it  was  simply  struggling  to  meet  ad  hoc  demands  for  industrial 
products.  Industrialization  requires  widespread  changes  in  capital,  labor, 
and  land  use,  in  education  and  technology,  and  in  the  interchange  of  men, 
ideas,  capital,  and  machines  with  other  advanced  societies.  Not  until  after 
World  War  II  were  such  signs  of  an  industrial  civilization  widely  evident  in 
the  former  Confederacy.  It  is  a  conceptual  error  to  argue  that  the  South 
experienced  four  years  of  an  industrial  revolution  during  the  Civil  War  and 
then  marked  time  for  a  hundred  years  to  finish  that  revolution.  Despite 
some  notable  improvisations,  the  Southern  economy  made  little  progress 
toward  becoming  an  industrial  society  during  the  Civil  War.9 

The  narrow  vision  of  much  Civil  War  scholarship  has  not  only  misap¬ 
plied  the  concept  of  industrialization,  but  also  that  of  nationalism.  Na¬ 
tionalism  accompanied  most  states  which  industrialized  under  a  liberal 
economic  order.  Nationalism  helped  define  the  market  and  served  to  per¬ 
suade  the  laborers  to  accept  altered  forms  of  education,  discipline,  and 
production  for  the  consumption  of  an  invisible  consumer.  The  authors  of 
Why  the  South  Lost  argued  that  the  South  failed  to  achieve  independence 
because,  while  it  had  a  national  government  and  symbols,  songs,  flag, 
officials,  and  army,  it  lacked  the  second  form  of  nationalism— the  "emo¬ 
tional  bond."  Nationalism  does  not  divide  analytically  between  institu¬ 
tions  and  emotions,  but  between  emotional  and  rational  varieties.  During 
the  War  of  1812,  John  Quincy  Adams  recognized  the  difference  between  the 
rational  form  he  advocated  and  naval  officer  Stephen  Decatur's  emotional 
nationalism.  Reportedly  Decatur  had  declared:  "Our  country!  In  her  inter¬ 
course  with  foreign  nations,  may  she  always  be  in  the  right;  but  our  coun¬ 
try,  right  or  wrong."  Adams  declared  his  toast  would  be:  "May  our  country 
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be  always  successful,  but  whether  successful  or  otherwise,  always  right.  I 
disclaim  as  unsound  all  patriotism  incompatible  with  the  principles  of 
eternal  justice."  Adams's  nationalism  required  a  rational  and  moral  man, 
not  the  possibly  immoral  and  certainly  thoughtless  man  Decatur  appealed 
to.  Rather  than  an  emotional  high,  an  intelligent  and  moral  appeal  gener¬ 
ated  persistent  nationalism.  Adams's  nationalism  offered  that  hope.10  The 
Southern  population  had  enjoyed  a  recurring  "emotional  bond" — over  slav¬ 
ery  and  states'  rights — since  the  1820s.  It  should  be  more  fruitful  to  exam¬ 
ine  the  extent  to  which  Confederate  laborers,  businessmen,  military  of¬ 
ficers,  and  government  officials  evaluated  the  cost  of  continued  resistance, 
the  likelihood  of  success,  and  the  objectives  one  might  achieve  through 
further  resistance. 

Currently,  Civil  War  historians  use  the  determined  nationalism  of  the 
Vietnam  conflict  to  explain  the  defeat  of  the  South.  The  argument,  accept¬ 
ing  some  version  of  Leninist,  Maoist,  Guevarist,  or  Giapian  thought,  claims 
that  will  and  commitment  would  allow  "materially"  weak  societies  (Con¬ 
federacy  or  Vietnam)  to  defeat  a  stronger  power  (Abraham  Lincoln's  Federal 
Union  or  Lyndon  Johnson's  "Great  Society"),  provided  the  national  will  of 
the  materially  weaker  is  much  stronger  than  the  will  of  the  materially 
stronger.  Many  recent  writers  on  the  Confederate  defeat  conclude  that  the 
superior  will  of  the  North  contributed  more  to  defeat  the  South  than 
industrial  power  or  material  wealth.  These  historians  have  renovated  Rich¬ 
mond  newspaperman  Edward  Pollard's  argument  from  the  1860s.  Pollard 
and  these  historians  claim  the  Confederate  leadership  failed  to  bolster  the 
will  to  sacrifice.  This  perspective  ignores  the  heavy  foreign  intervention  in 
Vietnam  which  quickly  transformed  that  conflict  into  one  of  U.S.  wealth 
and  manpower  behind  some  Vietnamese  versus  a  Vietnamese  nationalism 
supported  with  extensive  material  aid  from  China  and  the  Soviet  Union. 
The  Vietnamese  war  had  more  structural  similarity  with  the  American 
revolution,  a  war  with  extensive  foreign  involvement  and  part  of  a  world 
conflict,  than  the  Civil  War,  an  essentially  internal  conflict.11  There  are, 
however,  important  differences  between  a  war  between  metropole  powers 
in  the  international  sphere  and  a  national  crisis  in  a  semi-peripheral  area 
within  the  world  system. 
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